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Forward-Looking Statements

The statements contained in this reportahatnot purely historical are forward-looking staénts. These statements include, but are not
limited to, statements about our plans, objectiegpgctations, strategies and intentions and arerghy identified by the words “expects,”
“anticipates,” “intends,” “plans,” “believes,” “skg,” “estimates,” and similar expressions. Becahsse forward-looking statements are
subject to a number of risks and uncertainties astuwal results could differ materially from thaseressed or implied by these forward-
looking statements. Factors that could cause dribote to such differences include, but are noitkd to, those discussed under the heading
“Risk Factors” below and in other documents we fiiten time to time with the Securities and Excha@genmission. All forward-looking
statements included in this report are based amrimdtion available to us on the date hereof. Waraeso obligation to update any such
forward-looking statements.

ltem 1. Business
General

F5 Networks, Inc. is a leading provider opligation traffic management products. We devetopnufacture and sell products and
services to help companies efficiently and secumedynage their Internet traffic. Our products enleathe delivery, optimization and security
of application traffic on Internet-based networkattuse the Internet Protocol, or IP. IP traffisges through our products where it is
inspected and modified to ensure that it is dedidesecurely and in a way that optimizes the perdoice of both the network and the
applications. Our BIG-IP application traffic managent products help manage IP traffic to serversretaiork devices in a way that
maximizes the availability, scalability and thropgih of those network components and the applicatibat run on them. Our complementary
FirePass products provide secure user accessporate networks and applications, enabling comgaiextend secure remote access to
anyone connected to the Internet by leveragingdstahWeb browser technology. Our recently acquinedficShield application firewall
product provides security for IP-based applicatiang data, protecting them from hackers and ottadicinus attacks at the application layer.
Our traffic management and security products saar@mmon software interface called iControl, whedkables them to communicate with
one another and allows them to be integrated wwitd party products, including custom and commemeierprise applications. The
flexibility of our software-based technology, theeadth of functionality available on our produatsi ghe integration of that functionality
through iControl are characteristics that we baidifferentiate our products from other traffic mgement devices and security products.
These characteristics enable us to provide compsdhesolutions that address many elements reqtord&@-based networks and business
applications, including high availability, high p@mmance, intelligent traffic management, streaedimanageability, bandwidth optimizati
remote access to corporate networks, and netwatlapplication security. In connection with our punots, we offer a broad range of services
including consulting, training, installation, mangnce and other technical support services.

On May 31, 2004, we acquired MagniFire Websysténts, or MagniFire, for $30.5 million. As a resoftthe transaction, we acquired
the assets of MagniFire including its TrafficShigltb application firewall product line. TrafficShdds an application-level security device
that offers organizations the ability to proteaithapplications and data from hackers and othdicioas attacks. The acquisition of
MagniFire allows us to quickly enter the applicatiorewall market, broaden our customer base aggnamt our existing product line.

We were incorporated on February 26, 19%6énState of Washington. Our headquarters is ittl8g®Washington and our mailing
address is 401 Elliott Avenue West, Seattle, Wagbim98119. The telephone number at our execuffiees is (206) 272-5555. We have
subsidiaries or branch offices in Australia, Can&ttana, France, Germany, Hong Kong, Israel, Jaliataysia, Russia, Singapore, South
Korea, Taiwan, Thailand and the United Kingdom. @unual reports on Form 10-K, quarterly report$orm 10-Q, current reports on
Form 8-K and all amendments to those reports aaadole free of charge on our website www.f5.cons@sn as reasonably practicable after
such material is electronically
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filed with the Securities and Exchange Commissidre information found on our Internet site is nattpf this or any other report we file
with or furnish to the Securities and Exchange Cdgsion.

Unless the context otherwise requires, is &nnual Report on Form 10-K, the terms “F5 Netvggtkthe Company,” “we,” “us,” and
“our” refer to F5 Networks, Inc. and its subsidéi Our fiscal year ends on September 30 and fygeab are referred to by the calendar year
in which they end. For example, “fiscal year 20@4d “fiscal 2004” refer to the fiscal year endegt®8mber 30, 2004.

Industry Background

Internet Protocol, or IP, is a communicatitarguage used to transmit data over the Inte8iate the late 1990’s, businesses have
responded to the power, flexibility and economyhaf Internet by deploying new IP-based applicatiopgrading their client-server
applications to new IP-enabled versions, and englgikisting or legacy applications for use overltiternet. Over the next several years, we
believe this process will accelerate as more ancmganizations discover the benefits of deployignabled applications and new
technologies continue to enhance the performae&ability and security of both applications andn&works. In addition, we believe the
growth of Internet usage will continue to be drivmnnew applications such as Web Services, Voiez t®, increased penetration of
broadband Internet access enabling the remotefusere applications, and the increasing populasftynobile Internet access through
wireless devices such as cellular telephones, Pib@isnotebook computers.

I nternet Architecture

IP requires all data transmitted across miberhet to be divided into packets at the sourceraassembled at the destination. The Open
Systems Interconnect, or OSI Model, Reference Mixdie framework that divides network functionwiseven layers and specifies how the
layers should interact to enable all of a netwodkifferent hardware and software components to viogkether to accomplish this process.
Prior to transmission, each packet of data is aatwally given a header that identifies the sownee destination of the packet. This header
information is used in the OSI Model for the purp®sef identifying, routing and sequencing data p&skand is stripped from the data upon
arrival at its destination. Layers 2-4 of the OSddél perform standardized, repetitive tasks suatnasring that packets of information sent
over the Internet arrive at the destination to Wwhhey are addressed and are reassembled in tleetceequence. Consequently, most Layer 2
4 switches are hardware-based devices that usieauh-specific integrated circuits, or ASICs, are optimized for speed. Unlike Layers 2-
4, Layer 7, which in practice includes the funct@scribed to Layers 5 and 6 in the OSI modelpiispex and variable and must support end-
user applications and processes on a wide varfgilatiorms and devices. While most Layer 7 swikhaly on hardware-based architectures
to maximize throughput, the demands of Layer 7 @ssing, or application traffic management, increglgirequire flexibility and adaptabili
that can be achieved only through a software-baskdion. The challenge in building highly flexibkinction-rich, software-based switches
for application traffic management is to deliveesk capabilities at speeds equal to or betterithedware-based products.

Application Traffic Management

As more applications are IP-enabled, theggasving demand for Layer 7 technology that cam is@ entire contents of a packetized
transmission and make intelligent decisions basea dynamic set of business rules about how tolbahd transmission to optimize the
availability, performance and security of applioas, servers and the network. Basic Layer 7 funstinclude load-balancing (monitoring the
load on multiple servers and routing traffic to tre that is least busy), health-checking (monitpthe performance of servers and
applications to ensure that they are working priydeefore routing traffic to them), and automatiakng (detecting the addition of new
servers to an existing array). In addition, Layepplication traffic management encompasses a ggpniimber of functions that have
typically been performed by the server or the agpion itself, or by point solutions running on aegie devices. Functions in this category
include: SSL Acceleration — using Secure Socketelragr SSL, encryption to secure traffic betweendérver and the browser on an end
user’s client device; Rate Shaping —
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prioritizing transmissions according to preset suleat give precedence to different types of ttaffiompression — reducing the volume of
data transmitted to take maximum advantage of avi@ilbandwidth; TCP Optimization #mproving server efficiency by maintaining an o
connection with a server during interactive sessidiv6 Translation — enabling communication andrioperability between networked
devices using IPv6, the newest version of the h@eProtocol, and those using the older versiodjlBnd modifying the content of a
transaction to improve security.

Since most large enterprises have hundredfsnet thousands — of servers and applicationis, fifot practical to build these and other
functions into every application or host them oemg\server. Even if it were, maintenance costs ddel prohibitive and the net result would
be a negative impact on the overall performancgeofers and applications. Deploying point solutionthe network eliminates those
problems but creates a new set of challenges. Usiirg solutions from multiple vendors can createroperability issues, and problems that
do occur can be difficult to troubleshoot. Fromealgity standpoint, it is also much more diffictdtaudit traffic passing through multiple
devices. As a result, enterprise customers are migimg products that integrate the growing numbdrayfer 7 application traffic managemt
and security functions on a single platform.

Secure Access and Application Security

As enterprises continue to IP-enable thewoeks and business applications, one of the kejl@hges they face is providing employees,
partners and customers with secure access to @epapplications, whether they are in the officéogging on to the network from a remote
location. At the same time, enterprises need tarerthat access is limited to those applicationsvitich a user is specifically authorized.
Currently, the most widespread solution for secamote access is technology that uses the IP $gdibsec, Protocol to establish a secure
virtual private network, VPN, between a remote deysuch as a usethome PC or a laptop, and the corporate netwdtkoAgh with IPSec
the VPN tunnel is very secure, there are a numbérasvbacks associated with IPSec VPNs. One isIB¢c requires the remote device to
have special software installed on it, and maimagithe most current version of this software dusér devices is time consuming and co
A more serious issue is that once IPSec establesleesnection between a user and the corporaterigtthe user has full access to any
application in the network and the only way to metvunauthorized use is to secure each applicatiphysically segment the network. As an
alternative to using IPSec VPNs for remote acaess,technology that employs SSL encryption to distala secure VPN has emerged and is
making rapid inroads in the market. Because thulrtelogy relies on the SSL capabilities residerarig standard Web browser, it is not
necessary to install additional software on theatendevice. This makes it possible to access tiveank from a cell phone, PDA, kiosk,
laptop, PC, or any other device with a standaravbes. In addition, SSL VPN technology supportsdteation of separate VPN tunnels to
each application for which a user is authorizeds Bilows enterprises to exercise more control ewes can gain access to various parts of
the network and to specific applications.

Along with the need to provide secure conn#gtbetween users and applications, enterpriaes in immediate and growing need to
protect applications and other data center reseuroen applicatiorlevel security threats that pass through conveatifirewalls and slip pa
intrusion detection and prevention (IDS and IPSjaks. SQL Slammer Worm, a virus that infectedionil of servers in a matter of minutes
and nearly shut down the Internet in January 2308 prime example. By exploiting characteristitthe User Datagram Protocol, or UDP,
which allows direct transmission of data to a ser8&QL Slammer Worm slipped past network securityicks disguised as a simple data
request. Once inside the application, the codea®the server’s own instructions, replicating aedding copies of itself to thousands of
other servers. Because it was a “day-zero” attadke—a brand new threat with no prior history rtriision detection and prevention devices
were not equipped with a signature to identify 8@L Slammer Worm and were unable to prevent it.

In the wake of the SQL Slammer Worm and pdabloy other malicious attacks, enterprises havarméglook beyond traditional security
measures for solutions that can detect and shuh diawy-zero, application-level attacks. Under theegal category of application security,
these solutions apply a
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“positive” security model that contrasts with theegjative” security model used by IDS and IPS devitea negative security model,
incoming traffic is checked against a list of sigmas for known worms, viruses and other secuhitgdts, and if no match is found the traffic
is allowed to pass. In a positive security modedpming traffic is checked against a set of ruthed tefine what specific elements are
permissible in traffic headed for a particular épation and rejects traffic containing anythingtttlaes not conform to the rules. In the case of
SQL Slammer Worm, a positive security device wdwdsie recognized that the UDP packet carrying the S@mmer Worm was not a

simple data request and blocked the transmission.

Although products that incorporate a posigeeurity model have been around for many yeaey, ltlave been inherently slow and this has
limited their use to enterprises that have histdiyoplaced a high priority on security. Now thafpéication-level attacks threaten to paralyze
global business, there is growing demand amongpiges for application security that can wardtbése attacks. The challenge is to deliver
products that apply a positive security model tpligation traffic without slowing network performee.

The F5 Solution

We are a leading provider of applicationficainanagement products which ensure the secuittymization and delivery of applications
to any user, anywhere. We believe our products diffe most intelligent architecture and advancexdttionality in the marketplace along w
performance, flexibility and usability featurestthanefit organizations by improving the way theype their employees, customers and
constituents while lowering operational costs.

Software Based Productstom inception, we have been committed to the bt the complexity of Layer 7 traffic management
requires a software-based rather than a hardwaedlsolution. We believe our application trafficragement software enables us to deliver
the broadest range of integrated functionalityhi tnarket and facilitates the addition and integnadf new functionality. We also believe
that integrating our software with commaodity hardeveomponents enables us to build products thatesteduperior performance,
functionality and flexibility at competitive prices

Full Proxy ArchitectureThe core of our software technology is the Traffianagement Operating System, or TM/ OS, introduced
September 2004 as part of BIG-IP version 9. Weshelthis is a major enhancement of our existingrtelogy that enables BIG-IP version 9
to deliver functionality that is superior on mamy¢éls to any other application traffic managemeatipct in the market. With TM/OS, BIG?
version 9 employs a full proxy architecture thatlges it to inspect, modify and direct both inboamd outbound traffic flows across multi
packets. This ability to manage both inbound arntbaund traffic enables BIG-IP version 9 to diregtfimize and secure application traffic in
ways that are not possible with other traffic mamagnt solutions.

Modular FunctionalityIn addition to its full proxy architecture, TM/ QS specifically designed to facilitate the devel@mnnand
integration of application traffic management aadwsity functions as modules that can be added®IB’s core functionality as needed.
Add-on modules currently available with BIG-IP viers9 include: Intelligent Compression; SSL Accet@n; Layer 7 Rate Shaping;
Advanced Client Authentication; IPv6 Gateway; attuees.

Application Awarenes®ur products are designed using a common archigatalled iControl, with a common interface thisdvas them
to communicate with one another and with thirdyadftware and devices. Through our unique, opemi®I| application programming
interface, third-party applications and networkides can take an active role in shaping IP netwmaffic, directing traffic based on exact
business requirements specified by our customéiis.“8pplication awareness” capability is one @& thost important features of our
software-based products and serves as a further iodifferentiation for our solution in comparisavith those offered by our competitors.

Another key benefit of our software-basedisoh is that it allows the customer to incorporspecific business rules and processes into
the software. This capability, which we call iRulesa simple
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tool that can be used to define how the user wardgrect, persist on, or filter traffic based ¢ ineeds of each application.

Furthermore, our Universal Inspection Engthe,core of our application traffic managemenhtexdogy, is unique in its ability to inspect
IP traffic down to the packet payload level and daact traffic according to flexible iRules speeif by the user. This “deep packet
inspection” technology enables powerful offloadimgpection and processing of application-levetdections.

Integrated Traffic Management and Security Solgtidimne combination of our full proxy architecture wéhhanced versions of our
Universal Inspection Engine and iRules enables B1@o intercept, inspect and act on the contentsadfic from virtually every type of IP-
enabled application. Our full proxy architectursaahllows TM/ OS to support an integrated traff@magement and security solution that can
detect and prevent many network-level attacks.

Our FirePass technology provides secure, ierecess through SSL VPNs. Depending on a usatie@zation and the type of device
they are using, FirePass can provide full netwadeas or limited access to specific applicatiortsrasources. The FirePass technology also
allows remote users to access applications or ressuhat are connected to the network but ar&vait-enabled, including legacy hosts,
desktops and client-server applications.

Our recently acquired TrafficShield technglagses a full proxy architecture to inspect traffiavs and a policy engine that applies a
positive security model by comparing the trafficiwiules that define permissible traffic for specdpplications. As a result, TrafficShield
the potential to prevent “day-zero” attacks andeotigpes of security threats that pass througtitioadl! firewalls and signature-based devices
such as intrusion detection and intrusion prevensigstems. TrafficShield also has a learning corapbthat keeps the policy engine up-to-
date by monitoring changes in applications.

Currently we are developing stand-alone RissRand TrafficShield appliances that incorpordédsS and are tightly integrated with our
BIG-IP application switches and appliances. We alao to introduce FirePass and TrafficShield safevmodules that will run on top of
BIG-IP and provide customers with application fiafianagement and security on a single platform.

Strategy

Our objective is to lead the industry in deling the enabling architecture which integrabesrtetwork with the applications. This allows
organizations to significantly improve costly amidé consuming business processes and provide navwesoof revenue through highly
differentiated offerings. Key components of ouastgy include:

Offering a complete application security solutiardgroduct setWe plan to utilize the core technologies from ol&BP, FirePass and
TrafficShield products to deliver standalone artédgnated systems that protect applications frontileaend inadvertent threats, including
user-to-system application security and systemysitesn application security problems. We believe¢hsolutions will differentiate our
products in the security market and provide a umispiution to the problem of vulnerability of m@sicritical applications.

Continue expanding our presence in growing segnritse traffic management mark&fe intend to continue targeting emerging and
expanding segments of our traditional traffic masragnt market. These segments include IP infrastreictWeb Services infrastructure,
utility computing and data center virtualizatiofirastructure.

Investing in technology to continue to meet custareedsWe will continue to invest in research and develeptrio provide our
customers with comprehensive, integrated applinat@affic management and security solutions. Oodpct development efforts will
continue to leverage the unique attributes of ofinsre-based platforms to deliver new featuresfandtions that address the complex and
changing needs of our customers. We will contimuese commodity hardware in order to ensure pedog® and cost competitiveness.
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Enhancing the existing channel modafe are investing significant resources in ordefutther develop our indirect sales channels. We
plan to expand our indirect sales channels thréeatling industry resellers, systems integratotgrihet service providers and other channel
partners. We are also recruiting new channel pextaed leveraging our existing channels to sellnaw security products.

Continuing to build and expand relationships wittategic iControl partnersWe plan to capitalize on our strategic relationshifith
enterprise software vendors who have created attesfto our products through our iControl appl@aprogramming interface. These
vendors provide us significant leverage in thersglprocess, because they recommend our produttigitocustomers. In order to differenti
ourselves further from our competitors we planxplere opportunities to further embed iControl iltisting and new third party products
and to jointly market and sell our solutions toegptise customers with these key partners.

Enhancing our brandWe plan to continue building brand awareness tbaitijpns us as one of the leading providers of meapplication
traffic management solutions. Our goal is for tlebiFand to be synonymous with superior performahiggh-quality customer service and
ease of use.

Products

Our core technology is software for IP apgdiicn traffic management and security, includinguse remote access. Our products are
systems that integrate our software with hardwlaagis built using a combination of commodity coments and our own custom ASIC for
Layer 4 processing. Our systems include three mtodmilies: BIG-IP, FirePass and TrafficShield.

BIG-IP Traffic Manager

Our family of BIG-IP Local Traffic Managemdludes both IP application switches and serveliappes. Members of the BIG-IP family
differ primarily in the hardware configurations thmake up each system. Our most recent producthawrhich included the introduction of
BIG-IP version 9 software, introduced three newligapion switches: a high-end (BIG-IP 6400), midige (BIG-IP 3400), and an entry-level
(BIG-IP 1500) system. In addition to CPUs for Layegprocessing, these systems come equipped witbvaniproprietary ASIC for high-
performance Layer 4 processing, a commodity Lay@is@itch for connectivity, and a commodity SSL £Sbr SSL encryption and
decryption. The BIG-IP 520 and 540 server appliarare equipped with CPUs for high-speed Layer 4o¢gssing and are designed to
accommodate easily-installed upgrade cards thaigedast, integrated SSL encryption and decryption

Other products in our BIG-IP systems familglude BIG-IP Global Traffic Manager, formerly @l 3-DNS Controller, and BIG-IP ISP
Traffic Manager, formerly called Link ControllerIB-IP Global Traffic Manager allows enterpriseshwiteographically dispersed data
centers to direct traffic to a particular data eeim accordance with customized business rule® mrdirect traffic to an available data center
if one of their sites becomes overloaded or is diown for any reason. BIG-IP ISP Traffic Managdows enterprises with more than one
Internet service provider to manage the use of thailable bandwidth to minimize costs while efmsgithe highest quality of service. BIIB-
Global Traffic Manager and BIG-IP ISP Traffic Mamagre sold separately on individual IP applicasaitches and server appliances, or
bundled with BIG-IP Local Traffic Manager on a degystem.

FirePass

Our FirePass systems provide SSL VPN accgsemote users of IP networks and any applicattmmnected to those networks from any
standard Web browser on any device. The compomnéfisePass include a dynamic policy engine, whi@mages user authentication and
authorization privileges, and special componerds ¢éimable corporations to give remote users cdatralccess to the full array of applicatit
and resources within the network.
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Our FirePass line of SSL VPN servers curyenitiudes the FirePass 1000 and the FirePass £4d(¢h support 100 and 1000 concurrent
users, respectively. Both support the completeearidrirePass software features and offer a conepisifie solution for Web-based remote
access to corporate applications and desktopkelfuture, FirePass software will be availableraa@d-on module for our BIG-IP product
family.

TrafficShield

We acquired the TrafficShield technology vilie acquisition of MagniFire in May 2004 and laled our first F5-branded TrafficShield
products in October 2004. TrafficShield is a Weplaation firewall that provides comprehensive, grtive, application-layer protection
against both generalized and targeted attacksfid®afeld employs a positive security model (‘deatyunless allowed’) to permit only valid
and authorized application transactions. As a testafficShield has the potential to prevent “dagro” attacks and other types of security
threats that pass through traditional firewalls sigthature-based devices such as intrusion deteatid intrusion prevention systems. In the
future, TrafficShield software will be available @s add-on module for our BIG-IP product family.

Enabling Technologies

Our application traffic management products comépmpd with iControl and iControl Services Manafierctions, which are designed
facilitate the broader use of our products. iCdrdflows customers and independent software vertdarsodify their programs to
communicate with our products, eliminating the nechuman involvement, lowering the cost of pemforg basic network functions and
reducing the likelihood of error. Although we da nerive revenue from iControl itself, the sald@éntrol-enabled applications by
independent software vendors such as MicrosofiGuagle helps promote and often leads directly ¢ostile of our other products.

iControl Services Manager takes advantag€arftrol to provide a single, centralized managenama operational interface for our
devices. This feature allows customers with dozersundreds of our products to upgrade or modigygbftware on those products
simultaneously from a single console. This lowbaesdost and simplifies the task of deploying, mamgagnd maintaining our products and
reduces the likelihood of error when blanket charge implemented.

Product Development

We believe our future success depends oalaility to maintain technology leadership by consiiaimproving our products and by
developing new products to meet the changing netdsr customers. Our product development groupleyspa standard process for the
development, documentation and quality controloffvgare and systems that is designed to meet theals. This process includes working
with management, product marketing, customers amih@rs to identify new or improved solutions tireget the evolving needs of our
addressable markets.

Our principal software engineering groupoisdted in our headquarters in Seattle, Washin@ancore FirePass product development
team is located in San Jose, California. Our Te&ffield product development team, which includesattiginal developers of that technolc
is located in Tel Aviv, Israel. Our hardware enginieg group is located in Spokane, Washington. Mensbf these teams collaborate closely
with one another to ensure the interoperability padormance of our hardware and software systems.

During the fiscal years ended September 80422003 and 2002, we had research and produetageuent expenses of $24.4 million,
$19.2 million and $18.0 million, respectively.

Customers

Our customers include a wide variety of gmiee customers (Fortune 1000 or Business WeekabIldi00 companies). Although we do
not target specific vertical markets, enterprisst@amers in financial
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services, manufacturing, transportation and mdbilecommunications currently make up the largestgrgage of our customer base. The
other significant components of our customer basdrdernet service providers, Internet hosting panies and Internet commerce
companies. In fiscal year 2004, international sedpsesented 39.4% of our net revenues. Refert® Idto our consolidated financial
statements included in this annual report on FobriK Tor additional information regarding our revexsuby geographic area.

Consistent with our goal of building a strarttannel sales model, the majority of our revesugenerated by sales though our distributors,
value-added resellers and systems integratordidea year 2004, sales to Ingram Micro Inc., ohewr distributors, represented 19.1% of
our revenues. Our agreement with Ingram Microssaadard, non-exclusive distribution agreementréa¢ws automatically on an annual
basis and is terminable by either party with 30sdayior written notice. The agreement grants Ingidicro the right to distribute our
products to resellers in North America and certdiver territories internationally, with no minimymarchase requirements.

Sales and Marketing

Sales

We sell our products and services to largerprise customers through a variety of channetduding distributors, value-added resellers
and systems integrators. A substantial amount of@tenue for fiscal year 2004 was derived frons¢hehannel sales. We also sell our
products and services to major accounts througtowardirect sales force. In most cases, servic&racts are negotiated directly with the
customer. Typically, our agreements with our chhpaetners are not exclusive and do not prevemhtitem selling competitive products.
These agreements typically have terms of one yéhrne obligation to renew, and typically do nobyide for exclusive sales territories or
minimum purchase requirements.

Direct salesOur field sales personnel are located in majoegithroughout North America, Europe, Japan and\#ie Pacific region. Tt
inside sales team generates and qualifies leadedanal sales managers and helps manage acdpusésving as a liaison between the field
and internal corporate resources. We sell our misdiirectly to a limited group of customers, priityalarge enterprise end-users whose
accounts are managed by our major account serdaes Field systems engineers also support ousmafsales managers and channel
partners by participating in joint sales calls anoviding pre-sale technical resources as needed.

Distributor and value-added reseller relationshipge have established relationships with large natiand international distributors,
local and specialized distributors and value-addséllers from which we derive the majority of sales. The distributors sell our products,
and the value-added resellers not only sell oudyets, but also assist their customers in netweslgh, installation and testing. Our field
sales personnel will work closely with our chanpattners to assist them, if necessary, in thengetif our products to their customers.

Systems integrator$Ve also market our products through strategicimiahips we have with systems integrators. Sysiatagrators
leverage products like ours as a core componespjpiication or network-based solutions that thegialefor their customers. In most cases,
systems integrators do not directly purchase oodyoets for resell to their customers. Instead tigpically recommend our products as par
a broader solution. An example of this approachld/be packaged enterprise resource platform, ERBystomer relationship management,
CRM, solutions delivered by systems integratorsre@tmeir traffic management products provide highlakdity and increased performance
for the ERP or CRM applications.

Marketing

There are two primary aspects to our margedinategy. First, we believe our future succeg®dds on our ability to understand and
anticipate the dynamic needs of our addressablkatsaand that we
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develop valuable solutions to address those n€&agtsmarketing organization works directly with austers, partners and our product
development teams to identify and create innovagolations to further enhance our leadership pwsifihe second aspect is to continue to
build upon our iControl strategy. We have estalelistelationships with various independent softwanmedors who have adapted their
applications to interact with our products via i@entrol interface. iControl enhances the functidpaf third party applications by enabling
them to control the network in an automated wagebaon business policies and rules associatedhgthpplication. As a result, customers
who purchase iContranabled applications have an incentive to purcbas@roducts in order to take advantage of the medwh functionalit
made possible through our technical cooperationalsi@ offer an on-line community website called Dentral that provides technical
resources to customers, prospects and partnergngdotextend and optimize F5 solutions using i@artb meet their specific needs.

We also engage in a number of marketing rogrand initiatives aimed at promoting our brandl @eating market awareness of our
technology and products. These include activelyigpating in industry trade shows and briefingustty analysts and members of the trade
press on our latest products, and on new busimesteahnology partnerships. In addition, we madkatproducts to chief information
officers and other information technology professils through targeted advertising, direct mail higgh-profile Web events.

Backlog

At the end of fiscal years 2004 and 2003hae product backlog of approximately $10.6 milleomd $5.3 million, respectively. Backlog
represents orders confirmed with a purchase omerbducts to be shipped generally within 90 daysustomers with approved credit sta
Orders are subject to cancellation, reschedulingusyomers or product specification changes bytisétomers. Although we believe that the
backlog orders are firm, purchase orders may beatiaa by the customer prior to shipment withognh#icant penalty. For this reason, we
believe that our product backlog at any given dateot a reliable indicator of future revenues.

Customer Service and Technical Support

We believe that our ability to provide comsrg, high-quality customer service and techniogb®rt is a key factor in attracting and
retaining large enterprise customers. Accordingdyoffer a broad range of support services thatideinstallation, phone support, hardware
repair and replacement, software updates, congutial training services. We deliver these sendiesxtly to end users and also utilize a
multi-tiered support model, leveraging the captbsiof our channel partners when applicable. @cintical support staff is strategically
located in regional service centers to supportgbaipal customer base.

Prior to the installation of our productsy gervices personnel work with customers to anatlyea network needs and determine the best
way to deploy our products and configure produatifees and functions to meet those needs. Ourcssrpersonnel also provide on-site
installation and training services to help cust@meake optimal use of product features and funstion

Our customers typically purchase a one-yeginteanance contract which entitles them to an asfaervices provided by our technical
support team. Maintenance services provided utdecantract include online updates, software exoorection releases, hardware repair and
replacement, and remote support through a 24 leodey, 7 days a week help desk, although not mlicgecontracts entitle a customer to
round-the-clock call center support. Updates tosmftware are only available to customers with @esut maintenance contract. Our technical
support team also offers seminars and trainingsekafor customers on the configuration and useaafyzts, including local and wide area
network system administration and management. diitiad, we have a professional services team abfedvide a full range of fee-based
consulting services, including comprehensive nebwoanagement, documentation and performance asaysil capacity planning to assist
in predicting future network requirements.
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We also offer, as part of our maintenanceisey an online, automated, self-help customer sttfpnction called Ask F5 that allows
customers to answer many commonly asked questighewt having to call our support desk. This allas customer to rapidly address
issues and questions, while significantly redu¢hrgnumber of calls to our support desk. This essbk to provide comprehensive customer
support while keeping our support-related expeas@smanageable, consistent level.

Manufacturing

We outsource the manufacturing of our prefigoned hardware platforms to contract manufactufer assembly according to our
specifications. The contract manufacturers instatlsoftware onto the hardware platforms and confilunctionality testing, quality assurance
and documentation control prior to shipping ourdurets. The majority of our products are assembjefdiectron Corporation. Our
agreement with Solectron allows them to procurepament inventory on our behalf based upon a rolirmguction forecast. Subcontractors
supply Solectron with standard parts and comporfentsur products based on our production fored&&t.are contractually obligated to
purchase component inventory that our contract rfigatwrer procures in accordance with the forecadgss we give notice of order
cancellation in advance of applicable lead timesp#fotection against component shortages and todg&oeplacement parts for our service
teams, we also stock limited supplies of certain d@mponents for our products.

Hardware platforms for our traffic managem@mtducts consist primarily of commodity parts a@edtain custom components designed
and approved by our hardware engineering groupt bfosur components are purchased from sourceshwhébelieve are readily available
from other suppliers. However, several componesgsiun the assembly of our products are purchased $ingle or limited sources such as
our proprietary Layer 4 ASIC that is manufacturedus by a third party contract semiconductor foynd

Competition

Our principal competitors in the traffic managemesairket are Cisco Systems, Inc. and Nortel NetwQdporation. Other competitors
this market include Foundry Networks, Inc., Net8calnc., Radware Ltd., and Redline Networks, [Bisco and Nortel have a longer
operating history and significantly greater finadctechnical, marketing and other resources thanlev Cisco and Nortel also have a more
extensive customer base and broader customemorgatps, including relationships with many of ourrent and potential customers. In
addition, Cisco and Nortel have large, well-estttaid, worldwide customer support and professicgr@ices organizations and a more
extensive direct sales force and sales channetawuBe of our relatively smaller size, market preseand resources, Cisco, Nortel and other
larger competitors may be able to respond morekfutban we can to new or emerging technologiesdrahges in customer requirements.
There is also the possibility that these compamiag adopt aggressive pricing policies to gain misskare. As a result, our competitors pose
a serious competitive threat that could undermumeadility to win new customers and maintain oustrg customer base.

SSL VPNs are a potential replacement for (P#eNs, the most widely deployed solution for seawmote access today. The current
leaders in the IPSec VPN market are Check Poirttv@oé Technologies, Ltd. and Juniper Networks,, Iboth of which are larger and better-
known vendors than we are. Our principal compeditorthe SSL VPN market are Juniper, Aventail Coaion, Nokia, Nortel, and
Symantec. Some of our competitors have resouragsliatribution channels that are much larger thans and could give them a significant
competitive advantage in the SSL VPN market. Altiftotlokia currently resells our BIG? traffic management products, we do not antie
that our focus on the SSL VPN market will mateyiaffect Nokia’s resale of our BIG-IP products.

Application firewalls represent an emergingrket that is populated mainly by private, early€lepment-stage companies. As we enter
this market with our TrafficShield products, weiaipate that we will also encounter competitiomfreendors of traditional firewalls and
other types of security devices, many of whichlarger and better-known vendors than we are.
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Intellectual Property

We rely on a combination of patent, copyrigiademark and trade secret laws and restrictiardisclosure to protect our intellectual
property rights. We have obtained three patentserinited States and have applications pendingddous aspects of our technology. Our
future success depends in part on our ability tdgat our proprietary rights to the technologiesduim our principal products. Despite our
efforts to protect our proprietary rights, unauthed parties may attempt to copy aspects of owdymts or to obtain and use trade secrets or
other information that we regard as proprietaryadiition, the laws of some foreign countries dbprotect our proprietary rights as fully as
do the laws of the United States. We cannot agguédhat any issued patent will preserve our pegpriy position, or that competitors or
others will not develop technologies similar tosaperior to our technology. Our failure to enfoacel protect our intellectual property rights
could harm our business, operating results anadiaécondition.

In addition to our own proprietary softwane incorporate software licensed from several thacty sources into our products. These
licenses generally renew automatically on an anbasis. We believe that alternative technologiesHis licensed software are available b
domestically and internationally.

Employees

As of September 30, 2004, we employed 611&ifuk persons, including 185 in product developm2a9 in sales and marketing, 124 in
professional services and technical support anid fibance, administration and operations. Nonewfemployees are represented by a labor
union. We have experienced no work stoppages diel/bahat our employee relations are good.

Directors and Executive Officers of the Registrant

The following table sets forth certain infation with respect to our executive officers angcliors as of November 30, 2004:

Name Age Position
John McAdarn 53 President, Chief Executive Officer and Direc
Steven B. Cobur 51 Senior Vice President of Finance and Chief Findr@féicer
Edward J. Eame 46 Senior Vice President of Business Operati
M. Thomas Hull 45 Senior Vice President of Worldwide Sa
Dan Matte 38 Senior Vice President of Marketit
Jeff Pancottine 44 Senior Vice President and GM, Security Businesg
Joann M. Reite 47 Vice President, General Counsel and Corporate gegi
Karl Triebes 37 Senior Vice President of Product Development anigfCh
Technology Officel
A. Gary Ames(2 60 Director
Keith D. Grinstein(1)(2)(3 44 Director
Karl D. Guelich(1)(2)(3 62 Director
Alan J. Higginson(1 57 Chairman of the Board of Directo
Rich Malone(3; 56 Director

(1) Member of the Audit Committe:
(2) Member of the Compensation Committ
(3) Member of the Corporate Governance Commit

John McAdamhas served as our President, Chief Executive &ffad a director since July 2000. Prior to joinisg Mr. McAdam serve
as General Manager of the Web server sales busahésernational Business Machines Corporatiomfeptember 1999 to July 2000. Fr
January 1995 until

12




Table of Contents

August 1999, Mr. McAdam served as the PresidentGinidf Operating Officer of Sequent Computer Systeimc., a manufacturer of high-
end open systems, which was sold to Internationairizss Machines Corporation in September 1999MdAdam holds a B.S. in Computer
Science from the University of Glasgow, Scotland.

Steven B. Coburrhas served as our Senior Vice President of FinandeChief Financial Officer since May 2001. Ptimjoining us,
Mr. Coburn worked at TeleTech Holdings, Inc., atooter relationship management services companyhas Einancial Officer and Senior
Vice-President from October 1995 until August 198%re he oversaw the finance, business develophegal, and investor relations
functions of the company. Mr. Coburn holds a BAccounting from Southern lllinois University.

Edward J. Eamedas served as our Senior Vice President of Busi@ggrations since January 2001 and as our Vicederd of
Professional Services from October 2000 to JanR@®l. From September 1999 to October 2000, Mr. Easaeved as Vice President of e-
Business Services for International Business MashiDorporation. From June 1992 to September 1989 dnes served as the European
Services Director and the Worldwide Vice Presid#itustomer Service for Sequent Computer Systemes, & manufacturer of high-end
open systems. Mr. Eames holds a Higher NationabDip in Business Studies from Bristol Polytechmid &n 1994 completed the Senior
Executive Program at the London Business School.

M. Thomas Hullhas served as our Senior Vice President of Woddwdales since October 2003. Prior to joining us,Hdill served as
President and Chief Executive Officer of Picture@@Qrporation from April 2001 to October 2003. Fr@sptember 1998 through April 1999,
he served as Vice President of Corporate Saleégisow Corporation. From April 1999 to January 2088,served as Senior Vice President of
Worldwide Sales for Visio Corporation through itjaisition by Microsoft Corporation in January 206@om January 2000 through July
2000, Mr. Hull continued to oversee sales of thei&/product set for Microsoft Corporation. He hotdB.S. in Electrical Engineering from
the University of Washington.

Dan Matte has served as our Senior Vice President of Margetince June 2004, and as Vice President of Prédaiketing and
Management from March 2002 through May 2004. Hedeaged as our Senior Director of Product Marketind Management from Febru
2001 through February 2002. From March 1999 to kelyr2001, Mr. Matte served as our Director of Ridvlanagement. He holds a
Bachelor of Commerce from Queens’s University amd/@A from the University of British Columbia.

Jeff Pancottinehas served as our Senior Vice President and Gdviareager of our Security Business Unit since J20@4 and as Senior
Vice President of Marketing and Business Developrsgrte October 2000. Prior to joining us, Mr. Ratioe served as Senior Vice
President of Sales and Marketing for the Media&ystDivision of Real Networks, Inc., from April 2D8 October 2000. Prior to that,

Mr. Pancottine was the Vice President of Busineaskigting at Intel Corporation, from November 198®pril 2000. From June 1997 to
November 1999, Mr. Pancottine held the positioWioEe President of Global Marketing at Sequent Cotep8ystems, Inc. Mr. Pancaotti
holds a Master of Engineering in Computer SciengmfCornell University, and a B.S. in Computer 8ciefrom the University of Californ
at Riverside.

Joann M. Reiterhas served as our Vice President and General €bsinse April 2000, and as General Counsel fromilA®98 through
April 2000. She has served as our Corporate Segrsitace June 1999. Prior to joining us, Ms. Restenved as Director of Operations for
Excell Data Corporation, an information technolegynsulting and system integration services compiammg September 1997 through March
1998. From September 1992 through September 1998eskied as Director of Legal Services and BusiBesglopment for CellPro, Inc. a
medical device manufacturer. She holds a J.D. ftwrniversity of Washington and is a member ofWeshington State Bar Association.

Karl Triebes has served as our Senior Vice President of Prddercelopment and Chief Technology Officer since Astg2004. Prior to
joining us, Mr. Triebes served as Chief Technol@gficer and Vice
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President of Engineering of Foundry Networks, lnem January 2003 to August 2004. From June 200htoary 2003, he served as
Foundry’s Vice President of Hardware Engineeringnfr May 2000 to June 2001, Mr. Triebes was Vicesident of Engineering at Alcatel
U.S.A,, a telecommunications company. From Decertib88 to May 2000, he was Assistant Vice PresidéMewbridge Networks Corp., a
networking company subsequently acquired by Alcaliel Triebes holds a B.S. in Electrical Enginegrfrom San Diego State University.

A. Gary Ameswas appointed as one of our directors in July 2804 Ames served as President and Chief Exec@ificer of MediaOne
International, a provider of broadband and wireEs®munications from July 1995 until his retiremendune of 2000. From January 1990 to
July 1995, he served as President and Chief ExecQificer of U S West Communications, a regiormaMider of residential and business
telephone services, and operator and carrier ®xvMr. Ames also serves as director of Albertsbits, Tektronix, Inc., Pac-West
Telecomm, Inc. and iPass, Inc.

Keith D. Grinsteinhas served as one of our directors since Deceh8®. He also serves as board chair for Coinstar, & coin
counting machine company, and as lead outsidetdiréar Nextera, Inc. an economics-consulting filvtr. Grinstein is a partner of Second
Avenue Partners, LLC, a venture capital fund. Min&tein’s past experience includes serving asitkeag Chief Executive Officer and Vice
Chair of Nextel International Inc., and as Presiderd Chief Executive Officer of the Aviation Comnications Division of AT&T Wireless
Services Inc. Mr. Grinstein holds a B.A. from Yalaiversity and a J.D. from Georgetown University.

Karl D. Guelich has served as one of our directors since June d&989@s board chair from January 2003 through 2004. Mr. Guelich
has been in private practice as a certified puddmountant since his retirement from Ernst & Youh® in 1993, where he served as the Area
Managing Partner for the Pacific Northwest offibesdquartered in Seattle from October 1986 to Ntwezh992. Mr. Guelich holds a B.S
Accounting from Arizona State University.

Alan J. Higginsonhas served as board chair since April 2004, armhaof our directors since May 1996. Mr. Higgindas been the
President and Chief Executive Officer of Hubspaue,,lan e-business infrastructure provider, sinagust 2001. From November 1995 to
November 1998, Mr. Higginson served as PresideAtioéva Corporation, a provider of advanced datekoip and retrieval technoloc
Mr. Higginson holds a B.S. in Commerce and an M.Brém the University of Santa Clara.

Rich Malone has served as one of our directors since Augud.2dr. Malone has been the Chief Information Gifiof Edward Jones
Investments Inc. since 1979, when he joined Edwargks Investments as a General Principal. In 188became a member of the
management committee of Edward Jones InvestmemtdviMone is currently a member of the BITS Advis@roup, the Xerox Executive
Advisory Forum and serves on the Technology Adyisdtommittee at Arizona State University.

ltem 2.  Properties

Our principal administrative, sales, markgtiresearch and development facilities are locat&eattle, Washington and consist of
approximately 195,000 square feet. In April 2008,amended and restated the lease agreement owitdimdps for our corporate
headquarters. The lease commenced in July 200@ediir$t building; and the lease on the seconddingl commenced in September 2000.
The lease for both buildings expires in 2012 withoation for renewal. The lease for the seconddingl has been fully subleased through
2012. We believe that our existing properties argaod condition and suitable for the conduct aftmusiness. We also lease office space for
our product development personnel in Spokane, \Mgstm, San Jose, California, Russia and Israelf@nour sales and support personnel in
Washington D.C., New York, Hong Kong, Singaporein@hTaiwan, Malaysia, South Korea, Japan, Austr&iermany, France, and the
United Kingdom. We believe that our future growinde accommodated by current facilities or byitepadditional space if necessary.

14




Table of Contents

Item 3. Legal Proceedings

In July and August 2001, a series of putasieeurities class action lawsuits were filed intgaiStates District Court, Southern District of
New York against certain investment banking firfmattunderwrote the Compe's initial and secondary public offerings, the Camp and
some of the Company’s officers and directors. Theses, which have been consolidated under In ieforks, Inc. Initial Public Offering
Securities Litigation, No. 01 CV 7055, assert tthat registration statements for the Company’s dJri®99 initial public offering and
September 30, 1999 secondary offering failed tolds® certain alleged improper actions by the undgsrs for the offerings. The
consolidated, amended complaint alleges claimsag#ie Company and those of our officers and tliremamed in the complaint under
Sections 11 and 15 of the Securities Act of 1988, inder Sections 10(b) and 20(a) of the Seculiiehange Act of 1934. Other lawsuits
have been filed making similar allegations regagdhme public offerings of more than 300 other conigs. All of these various consolidated
cases have been coordinated for pretrial purpasés@ Initial Public Offering Securities Litigati, Civil Action No. 21-MC-92. In October
2002, the directors and officers were dismissetiauit prejudice. The issuer defendants filed a doatdd motion to dismiss these lawsuits in
July 2002, which the Court granted in part and @@ part in an order dated February 19, 2003.0dert declined to dismiss the Sectior
and Section 10(b) and Rule 10b-5 claims againsCdmapany. In June 2004, a stipulation of settlenf@nthe claims against the issuer
defendants, including the Company, was submitteédéaourt. The settlement is subject to a numbeonditions, including approval by the
Court. If the settlement does not occur, and litagaagainst us continues, we believe we have oraits defenses and intend to defend the
case vigorously. Securities class action litigationld result in substantial costs and divert oanagement’s attention and resources. Due to
the inherent uncertainties of litigation, we canacturately predict the ultimate outcome of thigdition, and any unfavorable outcome could
have a material adverse impact on our businesmdial condition and operating results.

On March 19, 2003, we sued Radware, Incgimltethat Radware infringed F5’'s U.S. Patent Nd78,802. The Complaint sought
injunctive relief, damages, enhanced damagesnegsrfees and interest on the basis that Radwfieged the ‘802 patent. The ‘802 patent
is generally directed at the use of cookies toterparsistent sessions between a client and ars®vecfiled an amended complaint on
March 25, 2004, adding Radware, Ltd., as a defan®adware, Ltd. and Radware, Inc. denied infringetnand filed a counterclaim seeking
a declaratory judgment that they did not infringe ¢hat the ‘802 patent was invalid. This lawsugisssettled in September, 2004. Under the
settlement agreement, Radware has taken a nonaxclicense to the ‘802 patent.

On July 20, 2004, Radware, Inc. and Radware,sued us in the United States District Courtthe District of New Jersey, asserting that
F5 Networks has infringed and is infringing upordiRare’s U.S. Patent No. 6,718,359 (“359 patentihjch issued on April 6, 2004. The
Complaint alleges that F5 Networks has “made, useld, and or offered for sale, and continues toenake, sell and or offer for sale
products, including the 3-DNS® product and BIG-IRf®at incorporate technology and processes thairamen in use are covered by oni
more claims of the ‘359 patent.” The Complaint sefunctive relief prohibiting us and our agentsfi “making, using, selling, offering to
sell and importing into the United States any prbfbat infringes, or contributes to, or inducefsingement of, the ‘359 patent,” as well as
unspecified “damages, pre-and post-judgment inteeehanced damages and attorney fees.” The ‘3&diia entitled “Load Balancinganc
the Complaint alleges that the patent is “dire¢techethods and systems relating to network-proxyiméterminations and non-geographical
load balancing.” The patent claims appear to bectld to the concurrent use of various metrics@asure the network proximity of various
servers to a client and/or the use of a specifithoteof measuring the number of hops to a serverh@ve answered the complaint, denying
that F5 or its products infringe the ‘359 patemi] have filed a counterclaim seeking a declargtatgment that the patent is both invalid and
not infringed by F5. No case schedule has beerdssu

We are not aware of any additional pending legateedings that, individually or in the aggregateuld have a material adverse effec
the Company’s business, operating results, or fishgondition. We may in the future be party tagktion arising in the ordinary course of
business, including claims that
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allegedly infringe upon third-party trademarks tray intellectual property rights. Such claims,reifenot meritorious, could result in the
expenditure of significant financial and manageréslources.

ltem 4.  Submission of Matters to a Vote of Securities Holds
No matters were submitted to a vote of treradmolders during the fourth quarter of fiscal 2004
PART II
ltem 5.  Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie

Market Prices of Common Stock

Our common stock is traded on the NasdacpNatiMarket under the symbol “FFIV.” The followitgble sets forth the high and low
sales prices of our common stock as reported oh#selaq National Market.

Fiscal Year 2004 Fiscal Year 2003

High Low High Low
First Quartel $27.4¢ $19.2¢ $15.1¢ $ 6.4C
Second Quarte $39.21 $25.1:2 $15.5( $10.7C
Third Quartel $35.6( $21.8¢ $18.8¢ $12.1¢
Fourth Quarte $31.2¢ $21.4( $21.8¢ $16.2(

The last reported sales price of our comntockson the Nasdaq National Market on Decembef@42vas $46.95.

As of December 2, 2004, there were 124 heldérecord of our common stock. As many of ouresaf common stock are held by
brokers and other institutions on behalf of stod#tbrs, we are unable to estimate the total numbleeweficial holders of our common stock
represented by these record holders.

Dividend Policy

Our policy has been to retain cash to fundriugrowth. Accordingly, we have not paid dividerahd do not anticipate declaring
dividends on our common stock in the foreseealiladu

Unregistered Securities Sold in 200

We did not sell any unregistered shares otcommon stock during the fiscal year 2004.

ltem 6. Selected Financial Date

The following selected consolidated histdrfazancial data are derived from our audited ficiahstatements. The consolidated balance
sheet data as of September 30, 2004 and 2003 amdtisolidated statement of operations data foyelaes ended September 30, 2004, 2003
and 2002 are derived from our audited financigkstents and related notes that are included elsevitn¢his report. The consolidated
balance sheet data as of September 30, 2002, 2@02080 and the consolidated statement of opesafarthe year ended September 30,
2001 and 2000 are derived from our audited findrstéiements and related notes which are not iedun this report. The information set
forth below should be read in conjunction with bistorical financial statements, including the safeereto, and “Management’s
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Discussion and Analysis of Financial Condition &®bults of Operations,” included elsewhere in thjsort.

Years Ended September 30,

2004 2003 2002 2001 2000
(In thousands, except per share data)
Consolidated Statement of Operations Dat
Net revenue:
Products $126,16¢ $ 84,19% $ 82,56¢ $ 78,62¢ $ 87,98(
Services 45,02: 31,69¢ 25,70( 28,73¢ 20,66¢
Total 171,19( 115,89! 108,26t 107,36 108,64!
Cost of net revenue
Products 28,40 17,83 20,24: 33,24( 24,66(
Services 10,97¢ 9,06¢ 10,23¢ 12,26t 7,911
Total 39,37¢ 26,90¢ 30,47¢ 45,50¢ 32,57
Gross profit 131,81: 88,99( 77,787 61,86 76,07«
Operating expenst
Sales and marketir 65,37¢ 53,45¢ 50,58: 50,761 36,89(
Research and developmt 24,36 19,24¢ 17,98¢ 17,43t 14,47¢
General and administrati\ 15,73 12,01« 15,04¢ 18,77¢ 9,721
Restructuring charge — — 3,27¢ 97¢ —
Amortization of unearned compensat 10 83 44z 2,62¢ 2,12
Total 105,48: 84,80 87,32¢ 90,57¢ 63,22:
Income (loss) from operatiol 26,32¢ 4,18¢ (9,547 (28,716 12,85:
Other income, ne 2,731 751 1,42( 2,021 2,90:
Income (loss) before income tax 29,05¢ 4,94( (8,127) (26,695 15,75¢
Provision (benefit) for income tax (3,899 853 48¢ 4,09t 2,10t
Net income (loss $ 32,95: $ 4,08 $ (8,610 $(30,790() $ 13,65(
| | | | |
Net income (loss) per sha— basic $ 0.9¢ $ 0.1t $ (0.39 $ (1.3¢) $ 0.6
L] I I L] I
Weighted average shar— basic 33,22: 26,45 25,32: 22,644 21,133
| | | | |
Net income (loss) per she— diluted $ 0.92 $ 0.14 $ (0.39 $ (1.3¢) $ 0.5¢
| | | | |
Weighted average shar— diluted 35,99: 28,22( 25,32 22,644 23,06¢
L] I I L] I
Consolidated Balance Sheet Dat
Cash, cash equivalents, and s-term investments(J $140,50: $ 44,87¢ $ 80,33 $ 69,78 $ 53,19¢
Restricted cash(Z 6,24: 6,00( 6,00( 6,00( 6,00(
Long-term investments(] 81,79: 34,13: 1,34¢ — —
Total asset 362,85¢ 148,17: 126,28¢ 124,66 122,42(
Long-term liabilities 4,64 1,73¢ 1,31¢ 1,167 23¢
Total shareholde’ equity 307,64! 110,42¢ 93,68¢ 96,48¢ 87,68t
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(1) The combined overall increase in cash, casiivatgnts, short-term and lortgrm investments in fiscal 2004 was primarily do¢hte ne
proceeds of $113.6 million received from the sdleus common stock in a public offering in Novem2€03.

(2) Restricted cash represents escrow accounts ebdbiis connection with lease agreements for oysarate facilities

ltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis shdagdead in conjunction with our consolidated finahstatements and related notes included
elsewhere in this Annual Report on Form 10-K.

Overview

We are a global provider of software and hardwaoelycts and services that help companies effigiearitl securely manage their Inter
traffic. Our products enhance the delivery, optaian and security of application traffic on Intetibased networks. We market and sell our
products primarily through indirect sales chanmelorth America, Europe, Japan and the Asia Rao#fgion. Enterprise customers (Fortune
1000 or Business Week Global 1000 companies) anfifal services, manufacturing, transportation mobile telecommunications industries
continue to make up the largest percentage of astomer base.

Our management monitors and analyzes a numbelygideormance indicators in order to manage ouinass and evaluate our financ
and operating performance. Those indicators include

* Revenues<The majority of our revenues are derived from safesur core products; BIG-IP Local Traffic ManagBiG-IP Global
Traffic Manager; BIG-IP ISP Traffic Manager; anddRass SSL VPN servers. We also derive revenuestfre sales of services
including annual maintenance contracts, instaltaticaining and consulting services. We carefullynitor the sales mix of our revenues
within each reporting period. We believe custommeatance rates of our new products and featuraneeiments are key indicators of
future trends. We also consider overall revenueentmation by customer and by geographic regicadagional indicators of current
and future trend:

« Cost of revenues and gross margMé& strive to control our cost of revenues and thyeraaintain our gross margins. Significant items
impacting cost of revenues are hardware coststpaidr contract manufacturers, third-party softwarense fees, amortization of
developed technology, personnel and overhead e&pe@sir margins have remained relatively stable thespast two years, however
factors such as sales price, product mix, inventdagolescence, returns, component price increasdsyarranty costs could
significantly impact our gross margins from quattequarter and represent the significant indicatee monitor on a regular bas

» Operating expense8perating expenses are substantially driven byopeed and related overhead expenses. Existing beateand
future hiring plans are the predominant factoranalyzing and forecasting future operating expérsels. Other significant operating
expenses that we monitor include marketing and ptmms, travel, professional fees, computer casdtsted to the development of new
products, facilities and depreciation expen

* Liquidity and cash flowsOur financial condition remains strong with sigoéit cash and investments and no long term debt. Th
significant increase in cash and investments wiasgpily due to the net proceeds of $113.6 millitom the sale of 5,175,000 shares of
common stock in a public offering during the figstarter of fiscal 2004. Going forward, we belielie primary driver of our cash flows
will be net income from operations. Capital expéundis during the fiscal year 2004 were compriséaamily of tenant improvements
our facilities, computer hardware and softwaredior information technology infrastructure and equgmt related to new product
introductions. During the fiscal year 2004, we acegi MagniFire for cash of $30.5 million
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which we have paid $29.2 million as of September2B04 with the remainder expected to be paideénufhcoming fiscal year. We will
continue to evaluate possible acquisitions of @egtments in businesses, products, or technoltiggesve believe are strategic, which
may require the use of cas

« Balance sheeWe view cash, short-term and long-term investmatdferred revenue, accounts receivable balancedayisl sales
outstanding as important indicators of our finahbialth. Deferred revenues increased 47.1% tol&28lion at the end of fiscal 2004,
up from $19.1 million in the prior year. The incseavas due to continued growth in the amount ofiahmaintenance contracts
purchased on new products and maintenance renewahcts related to our existing product instatlatbase. Our day’s sales
outstanding were 41 and 55 as of the fiscal yeade@ September 30, 2004 and 2003, respectivelyd&breease was due to improved
collections and changes in the linearity of invogcduring the respective peric

Results of Operations

The following discussion and analysis shdagdead in conjunction with our consolidated finahstatements and related notes included
elsewhere in this Annual Report on Form 10-K.

Years Ended September 30,

2004 2003 2002

(In thousands, except for percentages)
Net Revenues

Products $126,16¢ $ 84,197 $ 82,56¢

Services 45,02 31,69¢ 25,70(

Total $171,19¢ $115,89¢ $108,26¢

| | |

Percentage of net revenue

Products 73.1% 72.% 76.52%

Services 26.Z 27.4 23.7
Total 100.(% 100.(% 100.(%

| | |

Net Revenued.otal net revenues increased 47.7% in fiscal y8@d2rom fiscal year 2003, compared to an increése0% in fiscal year
2003 from fiscal year 2002. The improvement wastduacreased demand for our application traffimagement products and higher
services revenues resulting from our increasedllestbase of products. During fiscal year 2004heat our primary geographic regions
reported higher revenues compared to the prior geaod. International revenues represented 39348% and 32.2% of net revenues in
fiscal years 2004, 2003 and 2002, respectively ewfct international sales will continue to représesignificant portion of net revenues,
although we cannot provide assurance that intenmaltirevenues as a percentage of net revenuesewidlin at current levels.

Net product revenues increased 49.8% inlfigear 2004 and 2.0% in fiscal year 2003 as contptre¢he previous fiscal year,
respectively. The increase in fiscal 2004 was prilpmdue to absolute growth in the volume of prodsales of our BI@P product line as we
as incremental revenues derived from sales ofemantly introduced FirePass product line. SalesioBIG-IP Local Traffic Manager
products represented 73.1%, 82.8%, and 84.1% aifgodduct revenues in fiscal years 2004, 20032802, respectively. The decrease as a
percentage of total sales was due to an improvemesates of our other products, such as our Fggpeoducts which represented 9.6% of
product revenues in fiscal year 2004. We reportedenenue from sales of TrafficShield, our applmatsecurity product recently acquired as
part of our purchase of MagniFire.

Net service revenues increased 42.0% inlfiszar 2004 compared to a 23.3% increase for figeal 2003 from the prior year,
respectively. The continued increases in servieesnue were due to an increase
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in the renewal of service and support contractexigting customers, as well as an increase inaeamd support contracts sold with sales of
new products.

Ingram Micro Inc., one of our domestic distitiors, accounted for 19.1% and 12.6% of our toa¢dlrevenues in fiscal years 2004 and
2003, respectively. Ingram Micro accounted for 26.8nd 17.8% of our accounts receivable as of Sdme80, 2004, and 2003, respectiv

During fiscal year 2002, no individual customedastributor represented more than 10% of our toglrevenues or accounts receivable for
fiscal year 2002.

Years Ended September 30,

2004 2003 2002
(In thousands, except for percentages)
Gross margin
Cost of net revenue
Products $ 28,40 $17,837 $20,24:
Services 10,97¢ 9,06¢ 10,23¢
Total 39,37¢ 26,90¢ 30,47¢
Gross margir $131,81: $88,99( $77,78:
| | |
Gross margin (as a percentage of related net revea)
Cost of net revenue
Products 22.5% 21.2% 24.5%
Services 24.4 28.€ 39.¢
Total 23.C 23.2 28.2
Gross margir 77.(% 76.8% 71.8%
| | |

Cost of Net Product Revenu€nst of net product revenues consist of finishexipets purchased from our contract manufacturers,
manufacturing overhead, freight, warranty, provisiéor excess and obsolete inventory, and amddiza&xpenses in connection with
developed technology from recent acquisitions. @bsiet product revenues as a percentage of nduptreevenues increased to 22.5% in
fiscal year 2004 as compared to 21.2% in fiscal 883. The increase was due to higher indireadyebcosts including amortization char
of our acquired technology and warranty costs aatext with the growth in overall product instaltatibase. The decrease in fiscal year 2003
was primarily the result of lower warranty, manaéaig and component costs as compared to fisaal 3@02.

Cost of Net Service Revenu€sst of net service revenues consist of the salame related benefits of our professional senstaf$,
travel, facilities, and depreciation expenses. @bsiet service revenues as a percentage of natseevenues decreased to 24.4% in fiscal
year 2004 as compared to 28.6% and 39.8% in fisgmis 2003 and 2002, respectively. The continuededse is the result of leveraging
existing services operating infrastructure to supfh® increased net service revenue. The inclieaaasolute dollars in fiscal year 2004 is
primarily due to increased salary and benefitshatted to growth in headcount. Professional ses/leadcount at the end of fiscal year 2004
increased to 124 from 84 at the end of fiscal Y€83. Going forward, we expect to increase our cbservice revenues to support our
expanded product lines and growing customer base.
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Years Ended September 30,

2004 2003 2002

(In thousands, except for percentages)
Operating expense:!

Sales and marketir $ 65,37¢ $53,45¢ $50,58:
Research and developmt 24,36 19,24¢ 17,98¢
General and administrati\ 15,73 12,01« 15,04t
Restructuring charge — — 3,27¢
Amortization of unearned compensat 10 83 44z
Total $105,48: $84,80: $87,32¢
I | |

Operating expenses (as a percentage of net reven

Sales and marketir 38.2% 46.1% 46.71%
Research and developmt 14.2 16.€ 16.€
General and administrati 9.2 10.4 13.€
Restructuring charge — — 3.C
Amortization of unearned compensat 0.1 0.1 0.t

Total 61.7% 73.2% 80.7%
| | I

Sales and Marketingales and marketing expenses consist of saladesnissions and related benefits of our sales anélatiag staff,
the costs of our marketing programs, including jutdlations, advertising and trade shows, trafeelities and depreciation expenses. The
decrease in sales and marketing expenses as afage®f total net revenues is the result of legiegour existing sales and distribution
infrastructure to support the increased net revenneabsolute dollars, sales and marketing expeinseeased 22.3% in fiscal year 2004 and
5.7% in fiscal year 2003 as compared to the prevfiaeal year, respectively. The increase in fisesr 2004 was primarily due to higher
commission, salary, and employee benefit relat@eeses. The increase in commission expenses istanawvith the increased revenue for
the corresponding period. The increased salanbandfits were the result of growth in our emplofieadcount in fiscal year 2004. Sales and
marketing headcount at the end of fiscal 2004 emed to 229 from 211 at the end of fiscal 2003.ifbeease in fiscal year 2003, compared
to fiscal year 2002, related primarily to increapagroll and related personnel costs, and to @fesdent higher travel costs associated with
increased travel activities. We will strive to tuet leverage our sales costs as a percentage mfvegtues, but expect to continue to increase
sales and marketing expenses in absolute dollamier to grow revenues and increase our markeg¢sha

Research and DevelopmeResearch and development expenses consist ofltieesand related benefits for our product develept
personnel, prototype materials and expenses refatined development of new and improved produetsiifies and depreciation expenses. In
absolute dollars, research and development expéngessed 26.6% in fiscal year 2004 and 7.0%sicefiyear 2003 as compared to the
previous fiscal year, respectively. The increasdsstal years 2004 and 2003 were primarily dukigtmher salary and benefits costs attributed
to an increase in headcount to 185 from 145 irafigear 2003 and 127 in fiscal 2002. The growthritployee headcount was primarily
related to our acquisition of uRoam, Inc. in July2603 and the acquisition of MagniFire in May @02. We expect to continue to increase
research and development expenses as our futuressuis dependent on the continued enhancemeut otioent products and our ability to
develop new, technologically advanced productsriiest the changing needs of our customers.

General and Administrativéseneral and administrative expenses consist cfdlagies, benefits and related costs of our exesuti
finance, information technology, human resourcelagédl personnel, third-party professional serfass, bad debt charges, facilities, and
depreciation expenses. The decrease in generaldamuhistrative expenses as a percentage of tataémenues is the result of leveraging our
existing corporate infrastructure to support trexéased net revenues. In absolute dollars, geaedshdministrative expenses increased 3
in fiscal year 2004 and decreased 20.1% in fiseal Y003 as compared to the previous fiscal yeapectively. The increase in fiscal year
2004 is due to increased
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salary and benefit expenses, higher legal expeptaed to a patent suit filed by us against a aditgy that has since been settled, and
increased professional services fees. General@méhestrative headcount at the end of fiscal 20@%#dased to 75 from 67 at the end of fiscal
2003. The decrease in fiscal year 2003 is primalily to lower bad debt charges and a decreasefiespional services related to patent
prosecution and other activities related to owzliattual property.

Restructuring Charge®uring the third quarter of fiscal year 2002, weaaled a restructuring charge of $2.8 million imeection with
management’s decision to exit the cache applians#bss. As a result of changes in the businessiyrate down certain assets, consolidated
operations and terminated 47 employees throughbditvésions of the Company. In July 2002, all idiéied employees had been notified and
terminated resulting in an additional charge ob$illion related to employee separation costs.

Amortization of Unearned Compensatitvie have recorded $8.3 million of stock compensatiasts since our inception through
September 30, 2004. These compensation costs egpeeshe difference between the exercise pricatendeemed fair value of certain st
options granted to our employees and outside direcThese stock options generally vested rataldy a four-year period. We amortized
these compensation costs using an accelerated dnetharescribed by FASB interpretation No. 28 (“fbl. 28”). As of December 31, 2003,
the balance of unearned compensation was fully tzreor

Years Ended September 30,

2004 2003 2002

(In thousands, except for percentages)
Other Income and Income Taxe:

Income (loss) from operatiol $26,32¢ $4,18¢ $(9,547)
Other income, ne 2,731 751 1,42(
Income (loss) before income tax 29,05¢ 4,94( (8,127
Provision (benefit) for income tax (3,899 853 48¢
Net income (loss $32,95: $4,087 $(8,610)
I | ]

Other Income and Income Taxes (as percentage of rewue)

Income (loss) from operatiol 15.42% 3.€% (8.9%
Other income, ne 1.€ 0.7 1.3
Income (loss) before income tax 17.C 3 (7.5)
Provision (benefit) for income tax (2.3 0.8 0.t

Net income (loss 19.2% 3.5% (8.0%
I | ]

Other Income, Netther income, net, consists primarily of incomeliid gains and losses of sales of investmentsfarign currency
transaction gains and losses. Other income, r@gased 263.6% in fiscal year 2004 and decreasé&éodin fiscal year 2003 as compared to
the previous fiscal year, respectively. The incedadiscal year 2004 was due to interest inconmaeshon proceeds from our public offering
completed in November of 2003. The decrease ialfigear 2003 was due to realized losses on sales@stments, declining interest rates
and interest income, and an increase in foreigreaay transaction losses.

Provision for Income Taxe$he primary difference between the statutory tde emd the effective tax rate was due to previous
unrecognized deferred tax assets. SFAS No. 10%;déating for Income Taxes,” or SFAS 109, providasthe recognition of deferred tax
assets if realization is more likely than not. Bhea available evidence, which includes our hisaroperating performance and the reported
cumulative net losses in all prior years, we haw/joled for a full valuation allowance against oefatred tax assets during fiscal years 2003
and 2002. Based upon our operating performandsdalfyear 2004 and expected future taxable incoveejetermined that our U.S. deferred
tax assets were more likely than not to be realzatherefore, the valuation allowance was revees®etas a result we realized an income tax
benefit of $7.3 million. The credit from the releasf the valuation allowance was partially offsgtaetual U.S. and international tax expenses
resulting in a net benefit for income taxes of $Biblion in fiscal year
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2004. The provision for income taxes in fiscal w2003 and 2002 consisted primarily of taxes payabforeign jurisdictions.

We currently expect our effective tax rateffscal 2005 to be approximately 37%, however effective tax rate may fluctuate based on a
number of factors including variations in estimataxible income in our geographic locations, changé¢he valuation of our net deferred tax
assets or changes in tax laws or interpretatiom® .

Liquidity and Capital Resources

We have funded our operations with our cagharites, cash generated from operations and proéeed public offerings.

Years Ended September 30,

2004 2003 2002

(In thousands)
Liquidity and Capital Resources

Cash and cash equivalents and investrr $ 222,29: $ 79,01( $81,67¢
Cash provided by operating activiti 40,59( 14,61( 9,50¢
Cash used in investing activiti (164,71) (38,059 (12,667)
Cash provided by financing activiti 138,46¢ 12,83: 5,48:

Cash and cash equivalents, short-term invasisrand londerm investments totaled $222.3 million as of Seyiter 30, 2004 compared
$79.0 million as of September 30, 2003, represgragmincrease of $143.3 million. The increase waestd the net proceeds of $113.6 million
from the sale of 5,175,000 shares of common stoeekpublic offering in November 2003. In additicash flow from operations and cash
from employee stock option exercises contributgdificantly to the overall increase since the badgig of our fiscal year. The overall
increase in cash for the year was partially offsenhet cash used for the acquisition of MagniFir$29.2 million as of September 30, 2004.

Cash provided by operating activities dufisgal year 2004 was $40.6 million compared to X4illion in fiscal year 2003 and cash
provided in operating activities was $9.5 millionfiscal year 2002. Cash provided by operatingvdis in fiscal years 2004 and 2003
resulted primarily from cash generated from nebine, after adjusting for non-cash charges, chaimgeserating assets and liabilities and an
increase in advance payments from customers. Addbpayments from customers increased due to hggies of service maintenance
contracts, which are typically billed at the begimnof the contract term and recognized as revemee the service period. In fiscal year 2(
cash provided by operating activities, after adijgstor non-cash charges, resulted primarily frdmamges in operating assets and liabilities,
partially offset by net losses for the period.

Cash used in investing activities was $1@dillion for the fiscal year 2004, $38.1 million féiscal year 2003 and $12.7 million for fiscal
year 2002. The cash used in fiscal year 2004 wagdalthe purchase of investments, primarily madssite by the proceeds of our put
offering, and the purchase of property and equigraed the acquisition of MagniFire, partially offés the sale of investments. The cash
used in fiscal year 2003 was primarily the restithe cash used to acquire substantially all tlset@sof uRoam and the purchase of
investments and property and equipment partiafigedfoy the sale of investments. The cash usdukifigcal year 2002 was primarily due to
the purchase of investments and property and earippartially offset by the sale of investments.

Cash provided by financing activities was &53million for fiscal year 2004 compared to $1ehBion for fiscal year 2003 and
$5.5 million for the fiscal year 2002. During theclal year 2004, our financing activities consisté113.6 million net proceeds received
from a public stock offering as well as cash reedifrom the exercise of employee stock optionspandhases under our employee stock
purchase plan. In fiscal years 2003 and 2002, inan€ing activities primarily related to cash reeei from the exercise of employee stock
options and the purchase of common shares undemopioyee stock purchase plan.
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We expect that our existing cash and investrbalances and cash from operations will be sefiicto meet our anticipated working
capital and capital expenditures for the foresexAlilire.

Obligations and Commitments

The following table summarizes our contratpsyment obligations and commitments as of Sepésr8b, 2004:

Payment Obligations by Year

2005 2006 2007 2008 2009 Thereafter Total

(In thousands)

Operating lease $ 6,74C $6,90¢ $6,73(  $6,22F  $6,06¢ $16,89: $49,56(
Purchase obligatior 6,37¢ — — — — — 6,37¢
Total $13,11¢ $6,90¢ $6,73C  $6,22t  $6,06¢ $16,89: $55,93¢

| I I I I | |

We lease our facilities under operating ledbat expire at various dates through 2012.

Purchase obligations are comprised of puelkkasmmitments with our contract manufacturers. dgr@ement with our primary contract
manufacturer allows them to procure component itrgron our behalf based on our production foreda&& are obligated to purchase
component inventory that the contract manufactprecures in accordance with the forecast, unlessettion is given within applicable
lead times.

Critical Accounting Policies

Our consolidated financial statements hawenlggepared in accordance with accounting prinsipknerally accepted in the United States
of America. The preparation of these financialestegnts requires us to make estimates and judgriexttaffect the reported amounts of
assets, liabilities, revenues and expenses, aatbdedlisclosure of contingent assets and liaksliNge base our estimates on historical
experience and on various other assumptions thdielieved to be reasonable under the circumstaAcésal results may differ from these
estimates under different assumptions or conditions

We believe the following critical accountipglicies affect the more significant estimates pmgjments used in the preparation of our
financial statements.

Revenue RecognitioWWe recognize revenue in accordance with the guslanavided under Statement of Position (SOP) Ne2,97
“Software Revenue Recognition,” and SOP No. 98-®dification of SOP No. 97-2, Software Revenue Redan, with Respect to Certain
Transactions,” Statement of Financial Accountingn@ards (SFAS) No. 48, “Revenue Recognition WheghRif Return Exists,” and SEC
Staff Accounting Bulletin (SAB) No. 101, “Revenu@gdgnition in Financial Statements,” and SAB No4,1®Revenue Recognition.”

We sell products through distributors, resssll and directly to end users. We recognize prtagwenue upon shipment, net of estimated
returns, provided that collection is determinetbégorobable and no significant obligations remhircertain regions where we do not have
ability to reasonably estimate returns, revenuedsgnized upon sale to the end user. In thistgituave receive a sales report from the
channel partner to determine when the sales tréordo the end user has occurred. Payment terrdsriwestic customers are generally net
30 days. Payment terms to international custonaerge from net 30 to 90 days based on normal aridroasy trade practices in the
individual markets. We have offered extended payrtesms ranging from three to six months to certaistomers, in which case, revenue is
recognized when payments are made.

Whenever a software license, hardware, iladitah and postontract customer support (PCS) elements are caubhirio a package with
single “bundled” price, a portion of the sales erig allocated to each element of the bundled gpekased on their respective fair values as
determined when the individual elements are sgbduseely. Revenues from the license of softwareeregnized when the software has t
shipped and the customer is obligated to pay festiftware. When rights of return are
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present and we cannot estimate returns, we reagevenue when such rights of return lapse. Rewefuud®CS are recognized on a straight-
line basis over the service contract term. PCSudes rights to upgrades, when and if availablenadd period of telephone support, updates,
and bug fixes. Installation revenue is recognizéeénvthe product has been installed at the custsmie. Consulting services are customs
billed at fixed rates, plus out-of-pocket expenses] revenues are recognized when the consultisipéran completed. Training revenue is
recognized when the training has been completed.

Reserve for Doubtful Accountstimates are used in determining our allowancelémbtful accounts and are based upon an assesef
selected accounts and as a percentage of our riagaiccounts receivable by aging category. In d@téng these percentages, we evaluate
historical write-offs, current trends in the credgjitality of our customer base, as well as chanyései credit policies. We perform ongoing
credit evaluations of our customers’ financial dtinod and generally do not require any collatelfahere is deterioration of a major
customer’s credit worthiness or actual defaultshégber than our historical experience, our alloe&afor doubtful accounts may not be
sufficient.

Reserve for Product Returrie. some instances, product revenue from distrilsusubject to agreements allowing rights of retur
Product returns are estimated based on historkpargence and are recorded at the time revenuageognized. Accordingly, we reduce
recognized revenue for estimated future returteatime revenue is recorded. When rights of retmenpresent and we cannot estimate
returns, revenue is recognized when such rightelaphe estimates for returns are adjusted pesithgisased upon changes in historical rates
of returns, inventory in the distribution channetiaother related factors. It is possible that thestamates will change in the future or that the
actual amounts could vary from our estimates.

Reserve for Warrantied warranty reserve is established based on ounrigsl experience and an estimate of the amoursssary to
settle future and existing claims on products salaf the balance sheet date. While we believeotinaivarranty reserve is adequate and that
the judgment applied is appropriate, such amowstimated to be due and payable could differ mdbgfieom what will actually transpire in
the future.

Accounting for Income Taxedle utilize the liability method of accounting farcdome taxes pursuant to SFAS 109. Accordingly, e a
required to estimate our income taxes in eachefutisdictions in which we operate as part ofghecess of preparing our consolidated
financial statements. This process involves estirgaiur actual current tax exposure, including ssisg) the risks associated with tax audits,
together with assessing temporary differencestiagurom the different treatment of items for @xd accounting purposes. These differe
result in deferred tax assets and liabilities. Buthe evolving nature of tax rules combined with targe number of jurisdictions in which we
operate, it is possible that our estimates of axiiaibility could change in the future, which magult in additional tax liabilities and
adversely affect our results of operations, finahcondition and cash flows.

SFAS 109 provides for the recognition of defd tax assets if it is more likely than not ttheise deferred tax assets will be realized.
Management reviews deferred tax assets periodifrailjecoverability and makes estimates and juddesmygarding the expected geographic
sources of taxable income in assessing the neadVfaluation allowance to reduce deferred tax agsdheir estimated realizable value. We
determined that the valuation allowance relatinggboperating loss carryovers in the United Kingdeas still necessary and maintained a
valuation allowance of approximately $2.6 millian @ September 30, 2004. However, during the fogutdrter of fiscal 2004, we reversed
the valuation allowance on our U.S deferred taet@sand as a result realized a benefit of $7.3amillThis credit was partially offset by
actual tax expenses of $3.4 million resulting me& benefit for income taxes of $3.9 million foetfiscal year 2004. Factors such as our
cumulative profitably in the U.S. and our projecfetlire taxable income were the key criteria inidieg to release the valuation allowance
the estimates and assumptions used in our detetforirghange in the future, we could be requiretktdse our estimates of the valuation
allowances against our deferred tax assets andtamlju provisions for additional income taxes.
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Recent Accounting Pronouncements

In March 2004, the Emerging Issues Task FGEHF") reached a consensus on Issue No. 03-he“Meaning of Other-Thafiemporary
Impairment and Its Application to Certain InvestrisehEITF 03-1 provides guidance on other-than-terapy impairment models for
marketable debt and equity securities accountedrfder SFAS No. 115, “Accounting for Certain Inveents in Debt and Equity Securities,”
and SFAS No. 124, “Accounting for Certain Investisdreld by Not-for-Profit Organizations,” and norarketable equity securities
accounted for under the cost method. The EITF dgesl a basic three-step model to evaluate whethigivastment is other-thaiemporarily
impaired. On September 30, 2004, the FASB apprévedssuance of FASB Staff Position (FSP) EITF 6B-Wvhich delays the effective de
until additional guidance is issued for the apgiaaof the recognition and measurement provismfisITF 03-1 to investments in securities
that are impaired. We do not expect the adoptidildfF 03-1 to have a material effect on our resolteperations or financial condition.

On March 31, 2004, the FASB issued an ExpoBuaft, “Share-Based Payment — An Amendment of BAfatement No. 123 and 95.”
The proposed Statement addresses the accountitrgufisactions in which an enterprise receives eyaglservices in exchange for (a) equity
instruments of the enterprise or (b) liabilitieattire based on the fair value of the enterprisgisty instruments or that may be settled by the
issuance of such equity instruments. The proposseiSent would eliminate the ability to account$bare-based compensation transactions
using APB No. 25, and generally would require iadtéhat such transactions be accounted for usfag-aalue based method. As proposed,
companies would be required to recognize an expemswmpensation cost related to share-based payaneangements including stock
options and employee stock purchase plans. As peahdhe new rules would be applied on a modifredective basis as defined in the
Exposure Draft, and would be effective for publicrpanies for periods beginning after June 15, 2066.Company is currently evaluating
option valuation methodologies and assumptiongt bf the evolving accounting standards relatedrployee stock options. Current
estimates of option values using the Bl&dtoles method may not be indicative of resultmfualuation methodologies ultimately adopte
the final rules.

In September 2004, the EITF reached a conseams Issue No. 04-8, “The Effect of Contingentlyn€ertible Debt on Diluted Earnings
per Share.” EITF 04-8 requires that all issued s8es that have embedded conversion featuresatigatontingently exercisable upon the
occurrence of a market-price condition should bhéncalculation of diluted earnings per sharearélgss of whether the market price trigger
has been met. EITF 04-8 will become effective mpleriod when the proposed amendment to SFAS N&)."E2arnings per Share”, becomes
effective. We currently have no contingently conixe debt and the adoption of EITF 04-8 is notentpd to materially impact our diluted
earnings per share.

Risk Factors

In addition to the other information in théport, the following risk factors should be catlgfgonsidered in evaluating our company and
its business.

Our success depends on sales and continued innowatiof our BIG-IP product line

For the fiscal year ended September 30, 2@84jerived 73.1% of our product revenues fromssafeour BIG-IP Local Traffic Manager
product line. We expect to derive a significanttfpor of our net revenues from sales of our BIG-tBducts in the future. Implementation of
our strategy depends upon BIG-IP being able toesotitical network availability and performance Iplems of our customers. If BIG-IP is
unable to solve these problems for our customeri§ we are unable to sustain the high levels abwation in BIG-IP’s product feature set
needed to maintain leadership in what will contitmée a competitive market environment, our bussrand results of operations will be
harmed.
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Our success depends on our timely development ofwgroducts and features, market acceptance of newgduct offerings and proper
management of the timing of the life cycle of our ducts

We expect the secure application traffic ngeemaent market to be characterized by rapid teclgicabchange, frequent new product
introductions, changes in customer requirementseaoti/ing industry standards. Our continued sucdeggnds on our ability to identify and
develop new products and new features for ouriegigiroducts to meet the demands of these chaagdspr those products and features to
be accepted by our existing and target customfange hre unable to identify, develop and deploy peeducts and new product features on a
timely basis, our business and results of operatinay be harmed.

In September 2004, we announced the reldfamgr mext-generation BIG-IP product featuring Thraffic Management Operating System,
or TM/ OS. This major new version of BIG-IP repnatsethe culmination of over two years of researuth development efforts and our
continued success depends significantly on thepsaoee of the new hardware and software platfoises@ated with this release by our
existing and target customers.

The current life cycle of our products isitglly 12 to 24 months. The introduction of new gwots or product enhancements may shorten
the life cycle of our existing products, or replaesges of some of our current products, therebsettihg the benefit of even a successful
product introduction, and may cause customersfir geirchasing our existing products in anticipatid the new products. This could harm
our operating results by decreasing sales, inargasir inventory levels of older products and expgsis to greater risk of product
obsolescence. We have also experienced, and nthag fature experience, delays in developing anglisthg new products and product
enhancements. This has led to, and may in thedfléad to, delayed sales, increased expenseswaddoarterly revenue than anticipated.
Also, in the development of our products, we haysegenced delays in the prototyping of our produathich in turn has led to delays in
product introductions. In addition, complexity atifficulties in managing product transitions at #med-of-life stage of a product can create
excess inventory of components associated witlotigoing product that can lead to increased experggy or all of the above problems
could materially harm our business and operatisglts.

We may not be able to compete effectively in the earging secure application traffic management market

The markets we serve are new, rapidly evghand highly competitive, and we expect competitpersist and intensify in the future.
Our principal competitors in the secure applicatiaffic management market include Cisco Systents, Nortel Networks Corporation,
Foundry Networks, Inc., NetScaler, Inc., Redlingveks, Inc., Radware Ltd. and Juniper Networks, MWe expect to continue to face
additional competition as new participants entergbcure application traffic management markeaduition, larger companies with
significant resources, brand recognition and sathesminels may form alliances with or acquire conmgetiaffic management or security
solutions and emerge as significant competitorgeii@l competitors may bundle their products aoiporate an Internet traffic management
or security component into existing products inanmer that discourages users from purchasing adgupts.

Our quarterly and annual operating results are voldile and may cause our stock price to fluctuate

Our quarterly and annual operating resulteharied significantly in the past and will vangmsificantly in the future, which makes it
difficult for us to predict our future operatingstdts. In particular, we anticipate that the sifeustomer orders may increase as we continue
to focus on larger business accounts. A delayérréicognition of revenue, even from just one actauay have a significant negative impact
on our results of operations for a given periodthie past, a majority of our sales have been egliear the end of a quarter. Accordingly, a
delay in an anticipated sale past the end of acpéat quarter may negatively impact our resultepérations for that quarter, or in some
cases, that year. Additionally, we have exposutbéaredit risks of some of our customers andtenbnts. Although we have programs in
place that are designed to monitor and mitigateais®ciated risk, there
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can be no assurance that such programs will bet&féein reducing our credit risks adequately. Wenitor individual payment capability in
granting credit arrangements, seek to limit thaltotedit to amounts we believe our customers ean gnd maintain reserves we believe are
adequate to cover exposure for potential lossekett is a deterioration of a sub-tenant’s or mejstomer’s creditworthiness or actual
defaults are higher than expected, future resulteges, if incurred, could harm our business awebla material adverse effect on our
operating results.

Further, our operating results may be belwsvexpectations of securities analysts and investdiuture quarters or years. Our failure to
meet these expectations will likely harm the magkéte of our common stock.

The average selling price of our products may decese and our costs may increase, which may negatiyéinpact gross profits

We anticipate that the average selling prafesur products will decrease in the future inpa@sse to competitive pricing pressures,
increased sales discounts, new product introdugtiyrus or our competitors or other factors. Thareefin order to maintain our gross profits,
we must develop and introduce new products anduataghhancements on a timely basis and continuadlyce our product costs. Our faill
to do so will cause our net revenue and grosstprifidecline, which will harm our business andiltsof operations. In addition, we may
experience substantial period-to-period fluctuaionfuture operating results due to the erosioousfaverage selling prices.

It is difficult to predict our future operating res ults because we have an unpredictable sales cycle

Our products have a lengthy sales cycle, wiidifficult to predict. Historically, our saleycle has ranged from approximately two to
three months and has tended to lengthen as weimereasingly focused our sales efforts on the eniter market. Also, as our distribution
strategy has evolved into more of a channel madi#izing value-added resellers, distributors agstems integrators, the level of variability
in the length of sales cycle across transactiossri@eased and made it more difficult to predietiming of many of our sales transactions.
Sales of our BIG-IP, FirePass and TrafficShielddpicis require us to educate potential custometigein use and benefits. Sales of our
products are subject to delays from the lengthgrivell budgeting, approval and competitive evaluagimcesses that large corporations and
governmental entities may require. For exampletatners frequently begin by evaluating our prodects limited basis and devote time and
resources to testing our products before they degltether or not to purchase. Customers may afeo deders as a result of anticipated
releases of new products or enhancements by oypetitors or us. As a result, our products havergredictable sales cycle that contributes
to the uncertainty of our future operating results.

Our business may be harmed if our contract manufactrer is not able to provide us with adequate suppdis of our products or if this
single source of hardware assembly is lost or impaid

We rely on a third party contract manufaatsite assemble our products. We outsource the raeturing of our hardware platforms to
contract manufacturers who assemble these hargatferms to our specifications. We have experidnoéor delays in shipments from
contract manufacturers in the past. However, iewgerience major delays in the future or other lemols, such as inferior quality and
insufficient quantity of product, any one or a conattion of these factors may harm our businessrasults of operations. The inability of our
contract manufacturers to provide us with adegsapplies of our products or the loss of our contna@nufacturer may cause a delay in our
ability to fulfill orders while we obtain a replaoent manufacturer and may harm our business antts@s operations. In particular, because
we subcontract substantially all of our manufacigiio a single contract manufacturer, with whomdeenot have a long-term contract, any
termination, loss or impairment in our arrangemith this single source of hardware assembly, grimrpairment of their facilities or
operations, would harm our business, financial @@mand results of operation.

28




Table of Contents

If the demand for our products grows, we will néeéhcrease our raw material and component purchasatract manufacturing capac
and internal test and quality functions. Any digromps in product flow may limit our revenue, mayreour competitive position and may
result in additional costs or cancellation of osdley our customers.

Our business could suffer if there are any interrupions or delays in the supply of hardware componestfrom our third-party sources

We currently purchase several hardware componaets im the assembly of our products from a numbeingle or limited sources. Lei
times for these components vary significantly. Amgrruption or delay in the supply of any of thésedware components, or the inability to
procure a similar component from alternate souatesceptable prices within a reasonable time, dedgy assembly and sales of our proc
and, hence, our revenues, and may harm our businés®sults of operations.

We may not adequately protect our intellectual progrty and our products may infringe on the intellectial property rights of third
parties

We rely on a combination of patent, copyright, éaérk and trade secret laws and restrictions aradisre of confidential and propriet
information to protect our intellectual propertghts. Despite our efforts to protect our proprigtéghts, unauthorized parties may attempt to
copy or otherwise obtain and use our productsahmelogy. Monitoring unauthorized use of our pradus difficult, and we cannot be cert
that the steps we have taken will prevent misappatpn of our technology, particularly in foreigountries where the laws may not protect
our proprietary rights as fully as in the Unite@tss.

Our industry is characterized by the existenfca large number of patents and frequent clainasrelated litigation regarding patent and
other intellectual property rights. In the ordinagurse of our business, we are involved in dispatel licensing discussions with others
regarding their claimed proprietary rights and aarassure you that we will always successfully défeurselves against such claims. If we
are found to infringe the proprietary rights of@th, or if we otherwise settle such claims, we ddxd compelled to pay damages or royalties
and either obtain a license to those intellectuaperty rights or alter our products so that theyanger infringe upon such proprietary rights.
Any license could be very expensive to obtain oy mat be available at all. Similarly, changing puoducts or processes to avoid infringing
the rights of others may be costly or impractitaladdition, we have initiated, and may in the fatinitiate, claims or litigation against third
parties for infringement of our proprietary righitsgluding infringement of a patent we hold on tewokie persistence” technology, to
determine the scope and validity of our proprietégirts or those of our competitors. Any of thekgras, whether claims that we are
infringing the proprietary rights of others, or &igersa, with or without merit, may be time-consugniresult in costly litigation and diversion
of technical and management personnel or requite asase using infringing technology, develop mdringing technology or enter into
royalty or licensing agreements. Further, our Isgeagreements typically require us to indemnifyaustomers and resellers for infringement
actions related to our technology, which could eausto become involved in infringement claims magainst our customers or resellers.
Any of the above-described circumstances relatingtellectual property rights disputes could regubur business and results of operations
being harmed.

Future changes in financial accounting standards oour revenue recognition policies may cause adversmexpected revenue
fluctuations and affect our reported results of opeations

A change in accounting policies can havegaifitant effect on our reported results and magneaffect our reporting of transactions
completed before the change is effective. New pmanements and varying interpretations of pronourstemhave occurred with frequency
and may occur in the future. Changes to existigsrar the questioning of current practices mayesaskly affect our reported financial resi
or the way we conduct our business.
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In particular, if we are required to recotdck option grants as compensation expense omoarmie statement, our profitability may be
reduced significantly. The current methodologydgpensing such stock options is based on, amoray titimgs, the historical volatility of tt
underlying stock. Our stock price has been hisédisiosolatile. Therefore, the adoption of an acdin standard requiring companies to
expense stock options would negatively impact eafifability and may adversely impact our stockcpriln addition, the adoption of such a
standard could limit our ability to continue to tseck options as an incentive and retention whlch could, in turn, hurt our ability to
recruit employees and retain existing employees.

Similarly, while we believe our current reuenrecognition policies and practices are condistith applicable accounting standards,
current revenue recognition accounting standarusaacounting guidance with respect to such stasgare subject to change. Such changes
could lead to unanticipated changes in our cum&rgnue accounting practices, and such changed sificantly reduce our future
revenues and earnings, which would likely have tera adverse effect on the price of our commaiist

We are required to comply with Section 404 of the &banes-Oxley Act of 2002 regarding internal contrbattestation and any inability
to do so may negatively impact the report on our fiancial statements to be provided by our independé¢rmuditors

We are in the process of implementing theliregnents of Section 404 of the Sarbanes-OxleyoA2002 which requires our management
to assess the effectiveness of our internal canteér financial reporting and include an asseritioour annual report as to the effectiveness
of our controls. Subsequently, our independenttats]iPricewaterhouseCoopers LLP, will be requicedttest to whether our assessment of
the effectiveness of our internal controls oveaficial reporting is fairly stated in all materiabpects and separately report on whether it
believes we maintained, in all material respedtscéve internal controls over financial reporting of September 30, 2005. We are in the
process of performing the system and process dotiatien, evaluation and testing required for managy® to make this assessment and for
the auditors to provide its attestation report. Ndee not completed this process or its assessamahthis process will require significant
amounts of management time and resources.

We expect to comply with the reporting distice requirements of Section 404 by our year enfigiember 30, 2005, including
remediation of any deficiencies identified in odiséing internal controls. However, if we are nbtexto remediate any identified deficiencies
in a timely fashion or to otherwise comply with tBection 404 requirements for the year ending $&mpte 30, 2005, we will not be able to
give assurance regarding the effectiveness ofrtarnal controls and the attestation report onematuation of our internal controls provided
by our independent auditors may be negatively &dtec

We may not be able to sustain or develop new dishition relationships and a reduction or delay in skes to a significant distribution
partner could hurt our business

Our sales strategy requires that we establishmaintain multiple distribution channels in theited States and internationally through
leading industry resellers, systems integratoterihet service providers and other channel partivéeshave a limited humber of agreements
with companies in these channels, and we may nableeto increase our number of distribution relaghips or maintain our existing
relationships. If we are unable to establish anthtam our indirect sales channels, our businesisrasults of operations will be harmed. In
addition, one domestic distributor of our produadsounted for 19.1% and 12.6% of our total netmaedfor the fiscal years 2004 and 2003,
respectively. A substantial reduction or delayates of our products to this or any other key dtistron partner could harm our business,
operating results and financial condition.
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Undetected software errors may harm our business ahresults of operations

Software products frequently contain undetg@rrors when first introduced or as new versaresreleased. We have experienced these
errors in the past in connection with new prodaets product upgrades. We expect that these eribhiiserfound from time to time in new or
enhanced products after commencement of commaittianents. These problems may cause us to inauifisant warranty and repair costs,
divert the attention of our engineering personnainf our product development efforts and cause fsogmt customer relations problems. We
may also be subject to liability claims for damagsated to product errors. While we carry insugapolicies covering this type of liability,
these policies may not provide sufficient protectstould a claim be asserted. A material prodabillty claim may harm our business and
results of operations.

Our products must successfully operate witldpcts from other vendors. As a result, when moisl occur in a network, it may be
difficult to identify the source of the problem. &lccurrence of software errors, whether causemibyroducts or another vendeproducts
may result in the delay or loss of market accepmariour products. The occurrence of any of theeblpms may harm our business and
results of operations.

Our expansion into international markets may not seceed

We intend to continue expanding into inteioral markets. International sales represented?8@#our net revenues for the fiscal year
ended September 30, 2004, 34.9% of our net revdpudse fiscal year ended September 30, 2003 2r2P3 of our net revenues for the
fiscal year ended September 30, 2002. We have edgsades personnel throughout Japan, Europe amssthd acific region. Our continued
growth will require further expansion of our intational operations in the Japanese, European,RPsidic and other markets. If we are
unable to expand our international operations ssfaly and in a timely manner, our business asdlte of operations may be harmed. Such
expansion may be more difficult or take longer thamanticipate, and we may not be able to succdssharket, sell, deliver and support our
products internationally.

Our operating results are exposed to risks associd with international commerce

As our international sales increase, our afirgy results become more exposed to internatiopatating risks. These risks include risks
related to potential recessions in economies caitsid United States, foreign currency exchanges ratanaging foreign sales offices,
regulatory, political, or economic conditions iresfiic countries, military conflict or terrorist ties, changes in laws and tariffs, inadeqt
protection of intellectual property rights in fagei countries, foreign regulatory requirements, matiral disasters. All of these factors could
have a material adverse effect on our businegzaiticular, in fiscal year 2004, we derived 15.786ur total revenue from the Japanese
market. This revenue is dependent on a numberctdriaoutside our control, including the viabilagpd success of our resellers and the
strength of the Japanese, which has been weakéntrgears.

Acquisitions, including our recent acquisition of MagniFire, present many risks and we may not realizthe financial and strategic
goals that are contemplated at the time of the trasaction

With respect to our May 2004 acquisition bbb the capital stock of MagniFire, as well ayanher future acquisitions we may
undertake, we may find that the acquired assetsotturther our business strategy as expectedabivie paid more than what the assets are
later worth, or that economic conditions changegfalvhich may generate future impairment chargdgre may be difficulty integrating the
operations and personnel of the acquired busiaessywe may have difficulty retaining the key persalrof the acquired business. In the case
of the acquisition of MagniFire, because it waselolais Israel and because the employees we hiredninection with the acquisition were not
relocated to Seattle, the above-mentioned integratnd personnel retention issues represent aylartrisk to us. We may have difficulty in
incorporating the acquired technologies or produatis our existing product lines. Our ongoing besia and management’s attention may be
disrupted or diverted by transition or
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integration issues and the complexity of managegggaphically and culturally diverse locations. Way have difficulty maintaining unifor
standards, controls, procedures and policies atwoasions. We may experience significant problembabilities associated with the product
quality, technology and other matters.

Our inability to successfully operate anaégrate newly-acquired businesses appropriatelgc@fely and in a timely manner, or to retain
key personnel of MagniFire or any other acquiresitess, could have a material adverse effect omlaility to take advantage of further
growth in demand for integrated traffic managensat security solutions and other advances in tdoggpas well as on our revenues, gross
margins and expenses. In particular, in conneatidim our acquisition of MagniFire, we initiated @sificant change in our organizational
structure, forming a new security business unitledeby one of our most senior executives. The dithi® new division, which includes our
FirePass and TrafficShield products, is to pro¥aris and expertise across research and developmariteting, sales and services to
position our business for success and leaderskipptication security; however, we may find thas thrganizational realignment does not
achieve our desired goals with respect to the egiplin security market and that the shift in researaway from our core application traffic
management market may result in a weakening o€ompetitive position in the latter market and ultiely have a material adverse effect on
our overall business results.

Our success depends on our key personnel and ouribity to attract, train and retain qualified market ing and sales, professional
services and customer support personnel

Our success depends to a significant degyee the continued contributions of our key managenmoduct development, sales,
marketing and finance personnel, many of which begifficult to replace. The complexity of our sez@pplication traffic management
products and their integration into existing netkgoand ongoing support, as well as the sophisticaif our sales and marketing effort,
requires us to retain highly trained professioealiges, customer support and sales personngpitin af the economic downturn, competition
for qualified professional services, customer supand sales personnel in our industry is interesmbse of the limited number of people
available with the necessary technical skills andeustanding of our products. Our ability to retamd hire these personnel may be adversely
affected by volatility or reductions in the priceaur common stock, since these employees are giingranted stock options. The loss of
services of any of our key personnel, the inabtlityetain and attract qualified personnel in tieife or delays in hiring qualified personnel,
may harm our business and results of operations.

We face litigation risks

We are a party to lawsuits in the normal sewf our business. Litigation in general, andlliet¢ual property and securities litigation in
particular, can be expensive, lengthy and disreptiivnormal business operations. Moreover, thdteesficomplex legal proceedings are
difficult to predict. We believe that we have defes in the lawsuits pending against us and weigogously contesting these allegations.
Responding to the allegations has been, and wéhficontinue to be, expensive and time-consumimgi$§. An unfavorable resolution of the
lawsuits could adversely affect our business, tesfloperations, or financial condition.

Anti-takeover provisions could make it more difficut for a third party to acquire us

Our Board of Directors has the authorityssuie up to 10,000,000 shares of preferred stockcadietermine the price, rights, preferences,
privileges and restrictions, including voting rightf those shares without any further vote oachy the stockholders. The rights of the
holders of common stock may be subject to, and Ioeagdversely affected by, the rights of the holdé@ny preferred stock that may be
issued in the future. The issuance of preferreckstoay have the effect of delaying, deferring arvanting a change of control of our
company without further action by our stockholdansl may adversely affect the voting and other siglithe holders of common stock.
Further, certain provisions of our bylaws, inclugla provision limiting the ability of stockholdeis raise matters at a meeting of
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stockholders without giving advance notice, mayehthe effect of delaying or preventing changesimm| or management of our company,
which could have an adverse effect on the markeé mf our common stock. In addition, our artiatdsncorporation provide for a staggered
board, which may make it more difficult for a thjpdrty to gain control of our board of directorsnibarly, state anti-takeover laws in the
State of Washington related to corporate takeoweng prevent or delay a change of control of our gamny.

ltem 7A.  Quantitative and Qualitative Disclosure About Market Risk

Interest Rate RislOur cash equivalents consist of high-quality sei@s; as specified in our investment policy guidedi. The policy
limits the amount of credit exposure to any onaeéssr issuer to a maximum of 5% of the total pdidfevith the exception of U.S. treasury
securities, commercial paper and money market funb&h are exempt from size limitation. The polieguires investments in securities |
mature in three years or less, with the averageiityabeing no greater than one and a half yednss@ securities are subject to interest rate
risk and will decrease in value if interest ratesréase. A decrease of one percent in the avemsayest rate would have resulted in a decrease
of approximately $1.8 million in our interest incem

Maturing in
Three Months Three Months Greater Than
or Less to One Year One Year Total Fair Value

(In thousands, except for percentages)

September 30, 200

Included in cash and cash equivale $16,36: $ — $ — $ 16,36: $ 16,36
Weighted average interest r: 1.1% — —

Included in sho-term investment $64,41( $51,19( $ — $115,60( $115,60(
Weighted average interest ra 1.2% 1.8% — —

Included in lon-term investment $ — $ — $81,79: $ 81,79: $ 81,79:
Weighted average interest ra — — 2.0% — —

September 30, 200:

Included in cash and cash equivale $ 3,972 $ — $ — $ 3,972 $ 3,97-
Weighted average interest r: 1.1% — — — —

Included in sho-term investment $29,40¢ $ 5,11¢ — $ 34,527 $ 34,527
Weighted average interest ra 1.€% 2.1% — —

Included in lon-term investment $ — $ — $34,13: $ 34,13 $ 34,13:
Weighted average interest ra — — 2.C% — —

September 30, 200;

Included in cash and cash equivale $ 3,58: $ — $ — $ 3,58- $ 3,58
Weighted average interest r: 1.%% — — — —

Included in sho-term investment $ — $41,59: $17,94! $ 59,53. $ 59,53
Weighted average interest ra — 2.2% 3.3% — —

Foreign Currency Risklhe majority of our sales and expenses are dendedna U.S. dollars and as a result, we have np¢eenced
significant foreign currency transaction gains fsses to date. While we have conducted some tthosa in foreign currencies during the
fiscal year ended September 30, 2004 and expedniinue to do so, we do not anticipate that foreigrrency transaction gains or losses
be significant at our current level of operatiofdswever, as we continue to expand our operaticmsriationally, transaction gains or losses
may become significant in the future. We have mogfagied in foreign currency hedging to date. Howewermay do so in the future.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of F5 Networks, Inc.

In our opinion, the consolidated financiatsments listed in the accompanying index presenyfin all material respects, the financial
position of F5 Networks, Inc. and its subsidiaa¢September 30, 2004 and 2003, and the resufteinfoperations and their cash flows for
each of the three years in the period ended Septe8flh 2004 in conformity with accounting principlgenerally accepted in the United
States of America. In addition, in our opinion, fir@ancial statement schedule listed in the accamiog index presents fairly, in all material
respects, the information set forth therein wheri@ conjunction with the related consolidatedficial statements. These financial
statements and financial statement schedule arespensibility of the Company’s management. Ospoasibility is to express an opinion
on these financial statements and financial statésehedule based on our audits. We conductedunlitsaof these statements in accordance
with the standards of the Public Company Accoun@wgrsight Board (United States). Those standagqgire that we plan and perform the
audit to obtain reasonable assurance about whigtthdinancial statements are free of material rateshent. An audit includes examining, on
a test basis, evidence supporting the amounts ianlbsures in the financial statements, asseskm@dcounting principles used and
significant estimates made by management, and avaduthe overall financial statement presentative.believe that our audits provide a
reasonable basis for our opinion.

/sl PricewaterhouseCoopers LLP

Seattle, Washington
December 3, 2004
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F5 NETWORKS, INC.

CONSOLIDATED BALANCE SHEETS

ASSETS

Current assel

Cash and cash equivalel

Shor-term investment

Accounts receivable, net of allowances of $3,164 $304¢

Inventories

Deferred tax asse

Other current asse

Total current asse

Restricted cas

Property and equipment, r
Long-term investment
Deferred tax asse
Goodwill

Other assets, n

Total asset

LIABILITIES AND SHAREHOLDERS
Current liabilities
Accounts payabl
Accrued liabilities
Deferred revenu

Total current liabilities

Other lon¢-term liabilities
Deferred tax liability

Total lon¢-term liabilities

Commitments and contingenci
Shareholder equity

September 30,

2004

2003

(In thousands)

Preferred stock, no par value; 10,000 shares amtthmo shares

outstanding

Common stock, no par value; 100,000 shares autehyr84,772 ani

27,403 shares issued and outstan
Unearned compensati
Accumulated other comprehensive (loss) ince
Retained earnings (defic

Total shareholde’ equity

Total liabilities and sharehold¢ equity

$ 24,90 $ 10,35:
115,60 34,52
22,66 19,32:

1,69¢ 762
4,49¢ —
5,77¢ 4,77¢

175,13 69,74

6,24¢ 6,00(
11,95¢ 10,07¢
81,79: 34,13:
29,39: —
50,06 24,18¢
8,27¢ 4,03(
$362,85¢  $148,17:
| | | |
" EQUITY

$ 484 $ 3,71¢
17,66¢ 13,14¢
28,06 19,14’
50,57: 36,00¢

2,13¢ 1,58¢
2,50¢ 151
4,647 1,73¢
306,65! 141,70
— (10)
(49¢) 19t
1,48¢ (31,46

307,64! 110,42

$362,85¢  $148,17:
| |

The accompanying notes are an integral part oktheasolidated financial statements.
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F5 NETWORKS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended September 30,

2004 2003 2002

(In thousands, except per share data)
Net revenue:

Products $126,16¢ $ 84,197 $ 82,56¢
Services 45,02: 31,69¢ 25,70(
Total 171,19 115,89! 108,26t
Cost of net revenue
Products 28,40: 17,83} 20,24:
Services 10,97¢ 9,06¢ 10,23¢
Total 39,37¢ 26,90¢ 30,47¢
Gross profit 131,81: 88,99( 77,785
Operating expenst
Sales and marketir 65,37¢ 53,45¢ 50,58:
Research and developm 24,36 19,24¢ 17,98¢
General and administrati\ 15,73¢ 12,01« 15,04¢
Restructuring charge — — 3,27¢
Amortization of unearned compensat 10 83 443%
Total 105,48: 84,801 87,32¢
Income (loss) from operatiol 26,32¢ 4,18¢ (9,54))
Other income, ne 2,731 751 1,42(
Income (loss) before income tax 29,05¢ 4,94( (8,127
Provision (benefit) for income tax (3,899 853 48¢
Net income (loss $ 32,95! $ 4,08% $ (8,610
| | |
Net income (loss) per sha— basic $ 0.9¢ $ 0.1t $ (0.39
| | |
Weighted average shar— basic 33,22: 26,45: 25,328
| | |
Net income (loss) per she— diluted $ 0.9 $ 0.4 $ (0.39
| | |
Weighted average shar— diluted 35,99: 28.22( 25,328
| | |

The accompanying notes are an integral part oktheasolidated financial statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Balance, September 30, 2001

Exercise of employee stock optic

Issuance of stock under employee stock
purchase pla

Amortization of unearned compensat

Net loss

Foreign currency translation adjustm

Unrealized gain on securitir

Comprehensive los

Balance, September 30, 20C

Exercise of employee stock optic

Issuance of stock under employee stock
purchase pla

Amortization of unearned compensat

Net income

Foreign currency translation adjustm

Unrealized loss on securiti

Comprehensive incorr

Balance, September 30, 20C

Exercise of employee stock optic

Issuance of stock under employee stock
purchase pla

Issuance of common stock in a public
offering (net of issuance costs of $6,6

Tax benefit from employee stock
transaction:

Amortization of unearned compensat

Net income

Foreign currency translation Adjustme

Unrealized loss on securiti

Comprehensive incorr

Balance, September 30, 2004

F5 NETWORKS, INC.

Accumulated

Common Stock Other Retained Total
Unearned Comprehensive Earnings Shareholders’
Shares Amount Compensation Income/(Loss) (Deficit) Equity
(In thousands)
24,76¢ 123,39¢ (53€) 57: (26,947) 96,48¢
76E 3,752 — — — 3,752
201 1,731 — — — 1,731
— — 44% — — 44%
— — — — (8,610) —
— — — (285) — —
- - - 16€ - -
— — — — — (8,729
25,73( 128,87t (93 454 (35,557 93,68"
1,42¢ 10,82 — — — 10,82:
24¢ 2,00¢ — — — 2,00€
— — 83 — — 83
— — — — 4,08 —
— — — (161) — —
— —_ — (99) — —
— — — — — 3,82¢
27,40: 141,70¢ (20 19t (31,465 110,42¢
2,032 22,34¢ — — — 22,34¢
162 2,57¢ — — — 2,57¢
5,17¢ 113,63t — — — 113,63t
— 26,38: — — — 26,38:
— — 10 — — 10
— — — — 32,95 —
— — — 144 — —
— — — (83¢) — —
— — — — — 32,26(
34,77: $306,65! $ — $(49¢) $ 1,48¢ $307,64!
| | | | | |

The accompanying notes are an integral part oktbeasolidated financial statements
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F5 NETWORKS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended September 30,

2004 2003 2002

Operating activities
Net income (loss $ 32,95: $ 4,087 $ (8,610
Adjustments to reconcile net income (loss) to mshcprovided

by operating activities

Restructuring charge — — 2,771
Provisions for asset write dow — — 1,09(C
Provision for inventory write dowr — — 32t
Realized loss (gain) on disposition of as: 21 (14 1
Realized (gain) loss on sale of investme 3 232 74
Amortization of unearned compensat 10 83 443%
Provision for doubtful accounts and sales ret 1,18¢ 1,14¢ 6,181
Depreciation and amortizatic 5,35t 5,16% 5,612
Deferred income taxe (33,88¢) — —
Tax benefit from employee stock option pl: 26,38: — —

Changes in operating assets and liabilities, n
Amounts acquirec

Accounts receivabl (4,152) 354 (4,59
Inventories (92¢) (40¢) 1,89¢
Other current asse (642) (54) 1,091
Other asset (630) (512 51
Accounts payable and accrued liabilit 6,16: (320 154
Deferred revenu 8,75¢ 4,85z 3,01¢
Net cash provided by operating activit 40,59( 14,61( 9,50¢
Investing activities
Purchase of investmer (335,23) (157,839 (104,979
Sale of investment 205,66: 149,72: 95,48!
Investment in restricted ca (16¢) — —
Proceeds from the sale of property and equipt — 14 30
Acquisition of businesses, net of cash acqu (29,209 (27,377 —
Purchases of property and equipm (5,77%) (2,589 (3,199
Net cash used in investing activit| (164,71 (38,059 (12,667)
Financing activities
Proceeds from secondary offering, net of issuansés 113,63t — —
Proceeds from the exercise of stock opti 24,83: 12,83: 5,48:
Net cash provided by financing activiti 138,46¢ 12,83: 5,48:
Net increase (decrease) in cash and cash equis 14,34* (20,610 2,32t
Effect of exchange rate changes on cash and casvadnts 20t 16C 15t
Cash and cash equivalents, at beginning of 10,35! 20,80: 18,32
Cash and cash equivalents, at end of $ 24,90: $ 10,35 $ 20,80:
| | |

Supplemental Information
Cash paid for taxe $ 70€ $ 29C $ 90z3

The accompanying notes are an integral part oktheasolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies
The Company

F5 Networks, Inc. (the Company) provides picid and services to help companies efficiently sewlirely manage their Internet traffic.
The Company'’s products enhance the delivery, opétion and security of application traffic on Imet-based networks. Internet traffic
passes through the Compasproducts where it is inspected and modified guenthat it is delivered securely and in a way dmimizes th:
performance of both the network and the applicatidimne Company also offers a broad range of sendgeh as consulting, training,
installation, maintenance, and other technical stigervices.

Certain Risks and Uncertainties

The Company’s products and services are carated in highly competitive markets characteribgdapid technological advances,
frequent changes in customer requirements and iegotegulatory requirements and industry standdfdgure to anticipate or respond
adequately to technological advances, changessiiomer requirements and changes in regulatory remeints or industry standards could
have a material adverse effect on the Company'méss and operating results. Additionally, certatimer factors could affect the Company’s
future operating results and cause actual resuliffer materially from expectations, includingtmot limited to, dependence on a third party
manufacturer, difficulties in managing growth, difflties in attracting and retaining qualified pmreel, dependence on key personnel,
enforcement of intellectual property rights, thegdening of sales cycles and an uneven patteqnarterly results.

Accounting Principles

The Company’s consolidated financial stateisiand accompanying notes are prepared on theaddwasis of accounting in accordance
with generally accepted accounting principles m lthmited States of America.

Principles of Consolidation

The consolidated financial statements inclilndeaccounts of the Company and its wholly owndabgliaries. All intercompany
transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements infoomity with accounting principles generally actapin the United States of America
requires management to make estimates and assas et affect the reported amounts of assetsiahitities, disclosures of contingent
assets and liabilities as of the date of the fir@rstatements, and the reported amounts of rexseeang expenses during the reporting period.
Estimates are used in accounting for revenue retognreserves for doubtful accounts, productmedyobsolete and excess inventory,
warranties, valuation allowance on deferred taetssand purchase price allocations. Actual resoltsd differ from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid inveents with purchased maturities of three monthsss to be cash equivalents. The
Company invests its cash and cash equivalentspasits with three major financial institutions, whj at times, exceed federally insured
limits. The Company has not experienced any logaéats cash and cash equivalents.
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Investments

The Company classifies its investment seiegriis available for sale. Investment securitiessisting of corporate and municipal bonds
and notes and United States government secuntieseported at fair value with the related uneealigains and losses included as a
component of shareholderxjuity. Realized gains and losses and declinealirevof securities judged to be other than temyaaes includec
in other income (expense). The cost of investmiamtpurposes of computing realized and unrealizidgjand losses is based on the specific
identification method. Investments in securitiehwnaturities of less than one year or where mamagés intent is to use the investments to
fund current operations are classified as shont-iavestments. Investments with maturities of gre#itan one year are classified as loeiga
investments.

Concentration of Credit Risk

The Company extends credit to customers sittterefore subject to credit risk. The Companyagpers initial and ongoing credit
evaluations of its customers’ financial conditiardaloes not require collateral. An allowance foulatéul accounts, in an amount based on
historical levels, is recorded to account for pttdribad debts. Estimates are used in determimiagtiowance for doubtful accounts and are
based upon an assessment of selected accounts amktecentage of remaining accounts receivabéglng category. In determining these
percentages, the Company evaluates historical-wfitg and current trends in customer credit quaéis well as changes in credit policies.

The Company maintains its cash and investinalainces with high credit quality financial ingtibns.
Fair Value of Financial Instruments

For certain financial instruments, includicegsh and cash equivalents, accounts receivableyaiscpayable and accrued liabilities,
recorded amounts approximate fair market value tdtlee short maturities of these instruments.

Short-term and long-term investments arendemb at fair value as the underlying securitiescéassified as available for sale and marked-
to-market at each reporting period.

Inventories

The Company outsources the manufacturingsgdre-configured hardware platforms to contrachufacturers, who assemble each
product to the Company’s specifications. As pratechgainst component shortages and to providacepient parts for its service teams, the
Company also stocks limited supplies of certain piyduct components. Inventories consist of hardveaid related component parts and are
recorded at the lower of cost or market (as detegthby the first-in, first-out method).

Inventories consist of the following (in treaunds):

Years Ended

September 30,

2004 2003
Finished good $1,452 $40¢€
Raw material: 244 354

$1,69¢ $762
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Restricted Cash

Restricted cash represents escrow accoutatislisied in connection with lease agreementshi®iGompany’s corporate headquarters and,
to a lesser extent, our international facilitiesddr the terms of the lease for our corporate hemteys, the amount required to be held in
escrow will be reduced and eventually eliminatedasitous dates throughout the duration of the léaise as set forth in the lease agreement.

Property and Equipment

Property and equipment is stated at costréxiqtion of property and equipment and amortizatibcapital leases are provided using the
straight-line method over the estimated usefuldlieéthe assets, ranging from two to five yearadehold improvements are amortized over
the lesser of the lease term or the estimated ufefof the improvements. The cost of normal ntaimance and repairs is charged to expense
as incurred and expenditures for major improvemarescapitalized at cost. Gains or losses on t@odition of assets are reflected in the
results of operations at the time of disposal.

Property and equipment consist of the follmy\{in thousands):

Years Ended

September 30,
2004 2003
Computer equipmet $ 18,49¢  $ 14,24¢
Office furniture and equipme 5,89t 5,17C
Leasehold improvemen 8,27: 7,36¢

32,66¢ 26,78:
Accumulated depreciation and amortizat (20,717 (16,707

$11,95¢ $10,07¢

Depreciation and amortization expense totafgaroximately $4.0 million, $4.7 million, and $5wllion for the fiscal years ended
September 30, 2004, 2003 and 2002, respectively.

Goodwill

Goodwill represents the excess purchase prieethe estimated fair value of net assets aeduis of the acquisition date. The Company
has adopted the requirements of Statement of Figlafccounting Standards No. 142, “Goodwill and &tintangible
Assets” (SFAS No. 142). SFAS No. 142 requires gabdwbe tested for impairment on an annual basid between annual tests in certain
circumstances, and written down when impaired. @abdf $24.2 million was recorded in connectiontivthe acquisition of uRoam, Inc. in
fiscal year 2003 and goodwill of $25.9 million wasorded in connection with the acquisition of Mi&gre in fiscal year 2004. The Compa
completed its annual impairment test and conclublatithere was no impairment of goodwill in fisgakr 2004.

Other Assets
Other assets primarily consist of softwareeli@ment costs and acquired technology.

Software development costs are charged &arel and development expense until technologéeaifbility is established. We account for
internally-generated software development costegordance with Statement of Financial Accountitan8ards (SFAS) No. 86Atcounting
for the Costs of Computer Software to be Sold, edaw Otherwise Marketed.” Thereafter, until thedarct is released for sale, software
development costs are capitalized and reportdaeedbtver of unamortized cost or net
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realizable value of each product. The establishraktgchnological feasibility and the on-going asseent of recoverability of costs require
considerable judgment by the Company with resgecettain internal and external factors, includimgt, not limited to, anticipated future
gross product revenues, estimated economic lifechadges in hardware and software technology. Quhia years ended September 30, :
and 2003, the Company capitalized $424,000 and,$804f software development costs, respectivedyated amortization costs of
$328,000 and $298,000 were recorded during thalfisgars 2004 and 2003, respectively.

Acquired technology is recorded at cost amdriized over its estimated useful life of five y@aAcquired technology of $5.0 million in
fiscal year 2004 and $3.0 million in fiscal yea©30wvas recorded in connection with the acquisitioilagniFire and uRoam, respectively.
Related amortization expense totaled $933,000 466,800 during the fiscal years 2004 and 2003 e&sely.

Impairment of Long-Lived Assets

The Company assesses the impairment of lisad-assets whenever events or changes in busiiressnstances indicate that the carry
amount of an asset may not be recoverable. Whdneents occur, management determines whetherhlasrbeen impairment by
comparing the anticipated undiscounted net futashdlows to the related asset’s carrying valuenffairment exists, the asset is written
down to its estimated fair value.

Revenue Recognition

The Company recognizes revenue in accordaitbeghe guidance provided under Statement of Ros{iSOP) No. 97-2, “Software
Revenue Recognition,” and SOP No. 98-9 “Modificatad SOP No. 97-2, Software Revenue Recognitioth Respect to Certain
Transactions,” Statement of Financial Accountingn8iards (SFAS) No. 48, “Revenue Recognition WhghRif Return Exists,” and SEC
Staff Accounting Bulletin (SAB) No. 101, “Revenu@gdgnition in Financial Statements,” and SAB No4,1®Revenue Recognition.”

The Company sells products through distritajteesellers, and directly to end users. The Compacognizes product revenue upon
shipment, net of estimated returns, provided tbliéction is determined to be probable and no §icanit obligations remain. In certain
regions where the Company does not have the atulitgasonably estimate returns, revenue is rezednipon sale to the end user. In this
situation, the Company receives a sales report frenthannel partner to determine when the sadesaction to the end user has occurred.
Payment terms to domestic customers are genemighdays. Payment terms to international custemaarge from net 30 to 90 days based
on normal and customary trade practices in theviddal markets. The Company has offered extendgthpat terms ranging from three to
months to certain customers, in which case, revetezognized when payments are made.

Whenever a software license, hardware, iladitah and post-contract customer support, or RESnents are combined into a package
with a single “bundled” price, a portion of theesbrice is allocated to each element of the buhplkekage based on their respective fair
values as determined when the individual elemertsald separately. Revenues from the licensefofiare are recognized when the
software has been shipped and the customer isabitigo pay for the software. When rights of retan@ present and we cannot estimate
returns, the Company recognizes revenue when sgiats of return lapse. Revenues for PCS are rezedron a straight-line basis over the
service contract term. PCS includes rights to upggawhen and if available, a limited period oépdlone support, updates, and bug fixes.
Installation revenue is recognized when the protiastbeen installed at the customer’s site. Cangudervices are customarily billed at fixed
rates, plus out-of-pocket expenses, and reveneageaognized when the consulting has been compl€tathing revenue is recognized when
the training has been completed.
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Shipping and Handling

Shipping and handling fees charged to outocnsrs are recognized as revenue in the perioghatiijnowever, the related costs for
providing these services are recorded as a castlef

Guarantees and Product Warranties

In the normal course of business to facditsdles of its products, the Company indemnifiegsroparties, including customers, resellers,
lessors, and parties to other transactions wittfCibiapany, with respect to certain matters. The Gowifhas agreed to hold the other party
harmless against losses arising from a breachpoésentations or covenants, or out of intellegimaperty infringement or other claims made
against certain parties. These agreements maythmitime within which an indemnification claim che made and the amount of the claim.
In addition, the Company has entered into inderoaiidon agreements with its officers and directarg] the Company’s bylaws contain
similar indemnification obligations to the Compasigigents. It is not possible to determine the mairpotential amount under these
indemnification agreements due to the limited mstaf prior indemnification claims and the uniq@ets and circumstances involved in each
particular agreement.

The Company generally offers warranties otl@@s for hardware and one year for software, tighoption of purchasing additional
warranty coverage in increments of one year. Tha@amy accrues for warranty costs as part of its @osales based on associated material
product costs and technical support labor costsinQuhe years ended September 30, 2004, 2003 @0l \Rarranty expense was
$0.9 million, $0.3 million and $1.6 million, respaely.

The following table summarizes the activiyated to product warranties (in thousands):

Years Ended September 30

2004 2003 2002
Balance, beginning of fiscal ye $ 827 $ 65C $ 20C
Provision for warranties issut 92: 291 1,60(
Payment: (68¢) (119 (2,150
Balance, end of fiscal ye $1,06: $ 827 $ 65C

I | L]

Research and Development

Research and development expenses consist ofesadari related benefits of product developmenbperd and an allocation of facilitit
and depreciation expense. Research and develomxgenses are reflected in the statement of opasasis incurred.

Advertising

Advertising costs are expensed as incurred.Jompany incurred $1.7 million, $1.0 million g5 million in advertising costs during
the fiscal years 2004, 2003 and 2002, respectively.

Income Taxes

The Company utilizes the liability methodaafcounting for income taxes as set forth by Stat¢mieFinancial Accounting Standards
No. 109,"Accounting for Income Taxes,” or SFAS 109. Deferircome tax assets and liabilities are determbeessbd upon differences
between the financial statement and income taxsbafsassets and liabilities using enacted tax rateffect for the year in which the
differences are expected to reverse. The realizatiadeferred tax assets is based on historical tax

44




Table of Contents
F5 NETWORKS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

positions and expectations about future taxablerme A valuation allowance is recorded when it aenlikely than not that some of the
deferred tax assets will not be realized.

Foreign Currency

The financial statements of all majority-owrsibsidiaries and related entities, with a fumatlacurrency other than the U.S. dollar, have
been translated into U.S. dollars in accordanck @iatement of Financial Accounting Standards Nd:Feoreign Currency Translation.” The
functional currency for the company’s foreign suliegiies is the local currency in which the respecéntity is located, with the exception of
F5 Networks, Ltd., in the United Kingdom that utfes U.S. dollar as its functional currency. An i functional currency is determined by
the currency of the economic environment in whlwh majority of cash is generated and expendeddeithity. All assets and liabilities of 1
respective entities are translated at year-endaggdrates and all revenues and expenses areateghat the average exchange rate for the
period presented. Translation adjustments are tegas a separate component of accumulated othgrebensible income (loss).

Foreign currency transaction gains and loases result of the effect of exchange rate chapngdransactions denominated in currencies
other than the functional currency, including Wsllars. Gains and losses on those foreign curréacgactions are included in determining
net income or loss for the period of exchange.tNetsaction losses of $466,000 and $544,000 wexeyeH to operations for the fiscal year
ended September 30, 2004 and 2003, respectivaigt fransaction gain of $15,000 was realized ferfibcal year ended September 30, 2

Segments

The Company complies with the requirementStatement of Financial Accounting Standards (SAA&)131, “Disclosure about
Segments of an Enterprise and Related Informatiohjth establishes annual and interim reportingddiads for an enterprise’s operating
segments and related disclosures about its prodiertsices, geographic areas and major customemsalyement has determined that the
Company operates in one segment.

Stock-Based Compensation

The Company accounts for stock-based emplogegensation arrangements in accordance withrthasons of Accounting Principles
Board Opinion No. 25 (APB No. 25), “Accounting f8tock Issued to Employees,” FASB Interpretation 8 (FIN No. 44), Accounting fol
Certain Transactions Involving Stock Compensatiamd related interpretations and complies withdiselosure provisions of Statement of
Financial Accounting Standards No. 123 (SFAS N@®),12Accounting for Stock-Based Compensation.” Und®@B No. 25, compensation
expense is based on the difference, if any, om#te of the grant, between the deemed fair valikeo€ompany’s stock and the exercise
price of the option. The unearned compensatiorisgbamortized in accordance with Financial AccomghBtandards Board Interpretation
No. 28 on an accelerated basis over the vestiriggpef the individual options. The Company accoudntsquity instruments issued to 1-
employees in accordance with the provisions of SN&S123 and related interpretations.
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The pro forma effect on the Company’s nebme (loss) and net income (loss) per share of applyFAS No. 123, utilizing the
assumptions described in note 7 “Shareholders’'tgduwiould have been as follows (in thousands, pkger share data):

Years Ended September 30,

2004 2003 2002
Net income (loss), as report $ 32,95 $ 4,08i $ (8,610
Add: Stock-based employee compensation expense ik
No. 25 included in reported net income (Ic 10 83 443%
Deduct: Total stock-based employee compensatioarese
determined under the fair value meth (18,919 (23,379 (9,276
Pro forma net income (los $ 14,05( $(19,207) $(17,449)
| I I

Net income (loss) per shal
As reportec— basic
Pro forma— basic
As reportec— diluted
Pro forma— diluted

09¢ $ 0.1 $ (0.39
04z $ (079 $ (0.69
092 $ 01/ $ (0.3
03¢ $ (079 $ (0.69

@ H B P

Earnings Per Share

Basic net income (loss) per share is comphbyedividing net income (loss) by the weighted ager number of common shares
outstanding during the period. Diluted net incomosg) per share is computed by dividing net incdlogs) by the weighted average number
of common and dilutive common stock equivalent slautstanding during the period.

The following table sets forth the computataf basic and diluted net income (loss) per skiarthousands, except per share data).

Years Ended September 30,

2004 2003 2002
Numerator
Net income (loss $32,95! $ 4,087 $(8,610)
Denominator
Weighted average shares outstan— basic 33,22 26,45 25,32
Dilutive effect of common shares from stock opti 2,771 1,767 —
Weighted average shares outstan— diluted 35,99: 28,22( 25,32:
| | I
Basic net income (loss) per shi $ 0.9¢ $ 0.1f $ (0.39
| | |
Diluted net income (loss) per sh: $ 0.9z $ 0.14 $ (0.39
| | I

Approximately 1.4 and 2.6 million of commdmases potentially issuable from stock options fiar years ended September 30, 2004 and
2003 are excluded from the calculation of dilutachéngs per share because the effect was antidilufior fiscal year 2002, in which the
Company incurred a net loss, all common stock edent shares are excluded from the calculatioheis impact would have been
antidilutive.
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Recent Accounting Pronouncements

In March 2004, the Emerging Issues Task FGEHF") reached a consensus on Issue No. 03-he“Meaning of Other-Thafiemporary
Impairment and Its Application to Certain InvestrisehEITF 03-1 provides guidance on other-than-terapy impairment models for
marketable debt and equity securities accountedrfder SFAS No. 115, “Accounting for Certain Inveents in Debt and Equity Securities,”
and SFAS No. 124, “Accounting for Certain Investisdreld by Not-for-Profit Organizations,” and norarketable equity securities
accounted for under the cost method. The EITF dgesl a basic three-step model to evaluate whethigivastment is other-thaiemporarily
impaired. On September 30, 2004, the FASB apprévedssuance of FASB Staff Position (FSP) EITF 6B-Wvhich delays the effective de
until additional guidance is issued for the apgiaaof the recognition and measurement provismfisITF 03-1 to investments in securities
that are impaired. The Company does not expeadbgtion of EITF 03-1 to have a material effectloem Company’s results of operations or
financial condition.

On March 31, 2004, the FASB issued an ExpoBuaft, “Share-Based Payment — An Amendment of BASatement No. 123 and 95.”
The proposed Statement addresses the accountitrgufisactions in which an enterprise receives eyaglservices in exchange for (a) equity
instruments of the enterprise or (b) liabilitieatthire based on the fair value of the enterprisgisty instruments or that may be settled by the
issuance of such equity instruments. The proposaterBent would eliminate the ability to account$bare-based compensation transactions
using APB No. 25, and generally would require iadtéhat such transactions be accounted for usfag-salue based method. As proposed,
companies would be required to recognize an expemswmpensation cost related to share-based payaneangements including stock
options and employee stock purchase plans. As peahdhe new rules would be applied on a modifredective basis as defined in the
Exposure Draft, and would be effective for publerpanies for periods beginning after June 15, 2088.Company is currently evaluating
option valuation methodologies and assumptiongt bf the evolving accounting standards relatedrployee stock options. Current
estimates of option values using the Bl&dtoles method may not be indicative of resultmfualuation methodologies ultimately adopte
the final rules.

In September 2004, the EITF reached a consams Issue No. 04-8, “The Effect of Contingentyn@ertible Debt on Diluted Earnings
per Share.” EITF 04-8 requires that all issued s8es that have embedded conversion featuresatigatontingently exercisable upon the
occurrence of a market-price condition should bhéncalculation of diluted earnings per sharearélgss of whether the market price trigger
has been met. EITF 04-8 will become effective mpleriod when the proposed amendment to SFAS N&)."E2arnings per Share”, becomes
effective. The Company currently has no contingectinvertible debt and the adoption of EITF 04-8d¢ expected to materially impact
diluted earnings per share.

2. Short-Term and Long-Term Investments

Short-term investments consist of the follogv(in thousands):

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
September 30, 200
Corporate bonds and not $ 37,06( $ 2 $(140) $ 36,92:
Municipal bonds and note 59,75( — (15) 59,73t
US Government securiti¢ 19,05¢ — (117 18,94:
$115,86: $ 2 $(26€) $115,60(
| | | |
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Gross Gross

Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
September 30, 200:
Corporate bonds and not $ 7,11« $14 $(1) $ 7,125
Municipal bonds and not¢ 27,39¢ 1 — 27,40(
$34,51: $15 $(1) $34,527
| | | |
Long-term investments consist of the follogv{in thousands):
Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
September 30, 200
Corporate bonds and nol $45,28¢ $31 $(328) $44.,98¢
Municipal bonds and not¢ — — — —
US Government securiti¢ 37,00% 3 (207) 36,80:
$82,29: $34 $(53E) $81,79:
| | | |
Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
September 30, 200:
Corporate bonds and not $13,57¢ $60 $(17) $13,61¢
Municipal bonds and note 2,00( — (15) 1,98t
US Government securitie 18,50( 34 (5) 18,52¢
$34,07¢ $94 $(37) $34,13:
I | | |

The amortized cost and fair value of fixedumidies at September 30, 2004, by contractualsse@maturity, are presented below (in
thousands):

Amortized
Cost Fair Value
One year or les $115,86- $115,60(
Over one year through five yee 82,29: 81,79:
$198,15° $197,39:
] ]

The Company has concluded that unrealizexekbare temporary due to the ability of the compamgalize the full value of its
investments at maturity.
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The aggregate estimated fair value of investsiwith unrealized losses was as follows (in aods):

Fair Value

September 30, 200
Corporate bonds and not $ 64,15:
Municipal bonds and note 1,98t
US Government securiti¢ 52,73%
$118,87:
I
Fair Value

September 30, 200:
Corporate bonds and not $ 5,21(
Municipal bonds and note 1,98¢
US Government securiti¢ 4,99t
$12,19(
|

3. Business Combinations

The Company’s acquisitions are accountedifisier the purchase method of accounting in accosdasith Statement of Financial
Accounting Standards No. 141, “Business Combinatiofihe total purchase price is allocated to timgitale and intangible assets acquired
and the liabilities assumed based on their estiaiie values. The excess of the purchase price thhese fair values is recorded as goodwill.
The fair value assigned to the tangible and intalegassets acquired and liabilities assumed ardbas estimates and assumptions provided
by management, and other information compiled bpagament, including independent valuations, prephyevaluation specialists that
utilize established valuation techniques approeriat the technology industry. In accordance witit&nent of Financial Accounting
Standards No. 142, “Goodwill and other Intangibkséts,” goodwill is not amortized but instead &dd for impairment at least annually.

Acquisition of MagniFire Websystems, Inc.

On May 31, 2004, the Company completed itpiesition of MagniFire Websystems, Inc. a providéweb application firewall products.
As a result of the merger, the Company acquirethalbssets of MagniFire, including MagniFire’s vegiplication firewall product line
(TrafficShield), all property, equipment and otlssets that MagniFire used in its business andressuertain of the liabilities of MagniFire.
The purchase price was $30.5 million including $tiion of transactions costs. The results of @piens of MagniFire have been include:
the Company’s consolidated financial statementsfiane 1, 2004 to September 30, 2004.
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The purchase price allocation is as folloingtjousands):

Assets acquirec

Cash $ 89t
Accounts receivable, n 152
Restricted cas 76
Other asset 23t
Property and equipme 81
Developed technolog 5,00(
Goodwill 25,87¢
Total assets acquire $32,31%
|

Liabilities assumed

Accrued liabilities $ (729
Deferred tax liability (1,069
Deferred revenu (25)
Total liabilities assume (1,817%)
|

Net assets acquire $30,50(
|

Of the total estimated purchase price, $5I0om was allocated to developed technology. Ttedmine the value of the developed
technology, a combination of cost and market apgires were used. The cost approach required anagstimof the costs required to
reproduce the acquired technology. The market @gbroneasures the fair value of the technology titi@n analysis of recent comparable
transactions. The $5.0 million allocated to devetbpechnology is being amortized on a straight4iasis over an estimated useful life of five
years.

At the time of the acquisition, the estimapetichase price was allocated to goodwill in the@am of $24.8 million, including the
Company’s full valuation allowance on deferred &@uring the fourth quarter of fiscal year 200% €Company reversed the valuation
allowance and therefore increased the amount aidda goodwill by an additional $1.1 million dwethe deferred tax liability that was
assumed as a result of the acquisition.

Acquisition of uRoam, Inc.

On July 23, 2003, the Company acquired suakisty all of the assets of uRoam, Inc. (uURoamgJuding uRoam'’s FirePass product line,
and assumed certain liabilities for cash of $25ilian. The Company also incurred $2.4 million ofett transaction costs for a total purch
price of $27.4 million. uRoam’s FirePass servex e@dmprehensive remote access product that enadses to access applications in a secure
fashion using industry standard Secured Socketitaghnology. The acquired technology is curreb#ing amortized over its estimated
useful life of five years using the straight-linetinod. The excess of the purchase price over thede of the identifiable tangible and
intangible net assets acquired of $24.2 million vee®rded as goodwill. The results of operationsRdam have been included in the
Company’s consolidated financial statements froendéite of acquisition.
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The purchase price allocation is as folloingtjousands):

Assets acquirec

Accounts receivable, n $ 33t
Property and equipme 4
Developed technolog 3,00(
Goodwill 24,18¢
Total assets acquire $27,52]
|

Liabilities assumed

Accrued liabilities $ (29
Deferred revenu (12%)
Total liabilities assume (1549)
|

Net assets acquired $27,37:
|

Pro Forma Results

The unaudited pro forma condensed combinedalmated summary financial information below,gamets the combined results of
operations as if the acquisitions had occurred clier 1, 2002. For pro forma reporting purposas fiscal year 2004 presentation includes
the results of operations of MagniFire from OctobeP003 through May 31, 2004, the date of acqaisifThe fiscal year 2003 presentation
includes the results of operations of uRoam frorto®er 1, 2002 through July 23, 2003 and the resfdilkdagniFire for the entire year.

Unaudited pro forma financial informatiorais follows (in thousands, except per share data):

Years Ended

September 30,
2004 2003
Net revenue— pro forma $171,30¢ $116,94-
Net income (loss— pro forma $ 28,70C $ (7,30%)
Net income (loss) per she— basic— pro forma $ 08 $ (0.29
Net income (loss) per sha— diluted— pro forma $ 08C $ (0.29¢

Net pro forma adjustments (unaudited) of $fifion and $2.2 million for the fiscal years 2084d 2003, respectively, have been made to
the combined results of operations reflecting theization of the developed technology acquired e net change in interest income
(expense) had the respective acquisition takere@athe beginning of the period. The unauditedfpnma financial information does not
reflect integration costs, or cost savings or offygrergies anticipated as a result of the acqaisiff his information is not necessarily
indicative of the operating results that would haeeurred if the acquisition had been consummareithe date indicated nor is it necessarily
indicative of future operating results of the conda enterprise.
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4. Other Assets

Other assets consist of the following (inusands):

Years Ended

September 30,
2004 2003
Software development cos $ 79 % 697
Acquired technolog 6,967 2,90(
Deposits and othe 51¢ 433

$8,27¢  $4,03(

Amortization expense related to other assatsapproximately $1.3 million, $0.4 million, and.$ million for the fiscal years ended
September 30, 2004, 2003 and 2002, respectively.

Estimated amortization expense for softwaneetbpment costs and acquired technology for theducceeding fiscal years is as follows
(in thousands):

2005 $1,87:
2006 1,87
2007 1,84¢
2008 1,50(
2009 667
$7,76(

]

5.  Accrued Liabilities

Accrued liabilities consist of the followir{in thousands):

Years Ended
September 30,
2004 2003

Payroll and benefit $ 9,007 $ 7,57¢
Sales and marketir 1,997 1,332
Restructuring 62F 844
Warranty 1,062 827
Income taxe: 2,52( 1,062
Other 2,457 1,50¢

$17,66¢ $13,14¢

During the fiscal year 2002, the Company executed testructuring plan that included the discorgtion of its cache appliance busine
As a result of discontinuing this line of businassl other changes in the overall business, the @oyincurred restructuring charges of
$3.3 million in the fiscal year 2002. The restruistg charges included employee termination benefitpaired assets, consolidation of excess
facilities, and other obligations for which the Quemny no longer derives an economic benefit. Themewo restructuring charges recorde
the fiscal years 2004 and 2003. As of Septembe2@4, total cash payments and wifés of approximately $2.7 million had been recat:
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The activity of the remaining restructurimapility included as a component of accrued lidigii on the balance sheet as of September 30,
2004 and 2003 is presented below (in thousands):

Balance at Additional Cash Payments Balance at
September 30, 2003 Charges and Write-offs Septemb@®, 2004
Excess facilities $782 $ — $(157) $62¢
Other 62 — (62 —
$844 $ — $(219) $625
| | | |
Balance at Additional Cash Payments Balance at
September 30, 2002 Charges and Write-offs Septemb@®, 2003
Excess facilities $1,00( $— $(21¢) $782
Other 76 — (14) 62
$1,07¢ $ — $(232) $844
I | | L]

The excess facilities charge was the regulie@Company’s decision to exit its support fagiln Washington D.C. and was estimated
based on current comparable rates for leases iretipective market. In April 2003, the excess féed were subleased at the then current
market value. The difference between the lease patsrand sublease income has historically beenegppfainst the restructuring liability.
The excess facilities liability is scheduled todaad over the remaining term of the lease endingarl 2007. During the three months ended
December 31, 2003, timely receipts of subleasenmecavere not received and the collectibility of ®#sle income was in question. Because of
this uncertainty, neither the rent payment norigai sublease income was applied against theuststring liability during the December
quarter. However, during the remainder of fiscd)l2We received payments of sublease income andthawefore applied the rent payment
and the sublease income against the restructuahtyty. In the event we are unable to collectlsalse income throughout the duration of the
lease term, the actual loss may be increased fneroriginal estimate.

6. Income Taxes

The United States and international companehincome (loss) before income taxes are asvislin thousands):

Years Ended September 30,

2004 2003 2002
United State: $27,71¢  $3,52¢ $(7,417)
International 1,344 1,41¢ (70¢)

$29,05¢  $4,94C  $(8,121)
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The provision for income taxes consists efftiilowing (in thousands):

Years Ended

September 30,
2004 2003
Current
U.S. federa $ — $ —
State 122 45
Foreign 92¢ 657
Total 1,04¢ 70z
Deferred
U.S. federa (4,59)) 141
State (34¢) 10
Foreign — —
Total (4,939 151

$(3,899) $85¢

The effective tax rate differs from the Uf&leral statutory rate as follows (in thousands):

Years Ended September 30,

2004 2003 2002
Income tax provision at statutory r: $ 10,21¢ $1,72¢ $(2,847)
State taxes, net of federal ben 70€ 36 (269)
Impact of international operatiol 357 91 25¢
Research and development and other cri (1,39%) (1,019 (1,099
Other (1,639 (60) 80
Change in valuation allowan: (28,067) 4,38 5,40(
Impact of stock option compensation on valuatidovehnce 15,92: (4,309 (1,039

$ (3,899 $ 852 $§ 48¢
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The tax effects of the temporary differentted give rise to the deferred tax assets anditiaBiare as follows (in thousands):

Years Ended September 30,

2004 2003 2002
Deferred tax asset:
Net operating loss cal-forwards $26,42" $ 22,31¢ $17,47¢
Allowance for doubtful accoun 81C 844 1,961
Accrued compensation and bene 69C 591 471
Inventories and related resen 21C 19¢ 487
Other accruals and resen 2,00¢ 1,77 1,63(
Depreciatior 83¢ 831 1,011
Tax credit carr-forwards 5,552 4,15¢ 3,291
36,53 30,71: 26,32¢
Valuation allowance (2,649 (30,71) (26,329
Deferred tax liabilities
Purchased intangibles and otl (2,50€) (157) —
Net deferred tax assets (liabilities $31,38( $ (15)) $ —
| | |

The Company had provided for a full valuatidlowance against the deferred tax assets duisoglfyears 2003 and 2002. The Company
determined that the valuation allowance primamdating to net operating loss carryovers in thetéthKingdom was still necessary and
maintained a valuation allowance of approximatéy6$nillion as of September 30, 2004. However, 8asean evaluation of current
operating results and expected future taxable ircttra Company determined that the U.S. deferredsagts were more likely than not to be
realizable and reversed the related valuation alwe during the fourth quarter of fiscal 2004.

At September 30, 2004, the Company had appeairly $63.1 million of U.S. net operating lossrgaforwards resulting from tax benef
associated with employee stock option plans, dgodf which begins to expire in 2011. When an eagipk exercises a stock option issued
under a nonqualified plan, or has a disqualifyirgpdsition related to a qualified plan, the Compeegeives an income tax benefit for the
difference between the fair market value of thelsissued at the time of the exercise and the eyapls option price, tax effected. In
connection with the release of the valuation allogeain fiscal year 2004, the Company recognizedutative tax benefits related to the
exercise of employee stock options in the amou®26f4 million. These benefits are recorded asarease to stockholders’ equity. During
the fiscal years 2003 and 2002, no adjustments mede to stockholdergquity relating to tax benefits from employee stbeksactions du
to the full valuation allowance on deferred taxeass

The Company’s deferred tax assets also ieched operating loss carry-forwards of approxinya$®l.2 million related to operations in the
United Kingdom that carry-forward indefinitely. Timpany also has Research and Experimentatiorit@eedy-forwards which will begin
to expire in fiscal year 2011.
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7.  Shareholder¢ Equity
Common Stock

In November 2003, the Company sold 5,175%@0es, including 675,000 shares sold upon theiseeof the underwriters’ over-
allotment option, of its common stock in a publftedng at a price of $23.25 per share. The proseéedhe Company were $113.6 million,
net of offering costs of $6.7 million.

Stock Option Plans

The Company has adopted a number of stockebesmpensation plans as discussed below. Optramsegl to employees typically vest
over a period of two to four years. Options grartedirectors typically vest over three years. dgtions expire 10 years after the grant date.

The Amended and Restated 1996 Stock Optian, BF the 1996 Employee Plan, provides for digmmaty grants of non-qualified and
incentive stock options for employees and otheriserproviders. A total of 2,600,000 shares of camnmtock have been reserved for
issuance under the 1996 Employee Plan. As of Sdygie80, 2004, there were options to purchase 281sh8res outstanding and no shares
available for awards under the 1996 Employee Plan.

The Amended and Restated Directors’ NongealiStock Option Plan, or the Directors’ Plan, pdes for automatic grants of non-
qualified stock options to eligible non-employeeediors. A total of 100,000 shares of common steeke reserved for issuance under the
Directors’ Plan. All outstanding, unvested optiamsler the Directors’ Plan vest in full upon a chaigcontrol of the Company. This plan
was terminated in January 2003 providing that tireent outstanding options did not terminate. ASeptember 30, 2004 there were options
to purchase 5,000 shares outstanding and no sénaaigable for awards under the Directors’ plan.

In November 1998, the Company adopted th& Efuity Incentive Plan, or the 1998 Plan, whicbvides for discretionary grants of non-
qualified and incentive stock options, stock pusghawards and stock bonuses for employees andsghace providers. Upon certain
changes in control of the Company, all outstandind unvested options or stock awards under the P&@8will vest at the rate of 50%,
unless assumed or substituted by the acquirintyeAts of September 30, 2004, there were optionmutchase 3,358,025 shares outstanding
and 80,827 shares available for awards under tB8 Bgan.

In July 2000, the Company adopted the 200pIByee Equity Incentive Plan, or the 2000 Plan,chilprovides for discretionary grants of
non-qualified stock options, stock purchase awardsstock bonuses for non-executive employees et service providers. A total of
3,500,000 shares of common stock have been restawesguance under the 2000 Plan. Upon certainggsin control of the Company, all
outstanding and unvested options or stock awardernthe 2000 Plan will vest at the rate of 50%esslassumed or substituted by the
acquiring entity. As of September 30, 2004, theeeenoptions to purchase 2,291,263 shares outstaadih 40,693 shares available for
awards under the 2000 Plan.

In July 2000, the Company adopted two noritjedlstock option plans, or the McAdam Plans, émmection with hiring John McAdam,
the Company'’s President and Chief Executive Offi¢éie first McAdam Plan provided for a grant of @8 non-qualified stock options for
Mr. McAdam. This grant was cancelled and the plas terminated in fiscal 2002. The second McAdam Blavided for a grant of 50,000
options. In fiscal year 2002, the options wereyfukbsted and 50,000 shares were issued under¢bads®lcAdam Plan.

In October 2000, the Company adopted a natiftpd stock option plan in connection with theihg of Jeff Pancottine, the Company’s
Senior Vice President of Marketing and Businessdlmyment. This plan provides for a grant of 200,8068-qualified stock options for
Mr. Pancottine. All options under
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this plan expire 10 years from the grant date. ASaptember 30, 2004, there were options to puecB88,000 shares outstanding and no
shares available for awards under the plan.

In May 2001, the Company adopted a non-gedli§tock option plan in connection with the hirifgSteve Coburn, the CompasySenio
Vice President of Finance and Chief Financial @ificThis plan provides for a grant of 200,000 noaiified stock options for Mr. Coburn.
As of September 30, 2004, there were options tohage 150,000 shares outstanding and no shardstdedor awards under the plan.

In July 2003, the Company adopted the uRoaquisition Equity Incentive Plan, or the uRoam Riarconnection with the hiring of the
former employees of uRoam. A total of 250,000 shafeccommon stock have been reserved for issuamder ithe uRoam Plan. The plan
provides for discretionary grants of non-qualifaatt incentive stock options, stock purchase awandsstock bonuses. The Company has not
granted any stock purchase awards or stock bonunstes this plan. As of September 30, 2004 therewptions to purchase 133,084 shares
outstanding and no shares available for awardsruhdeiRoam Plan.

In October 2003, the company adopted a nafifegd stock option plan in connection with theihg of Thomas Hull, the Company’s
Senior Vice President of Worldwide Sales. This plaovides for a grant of 225,000 non-qualified ktoptions for Mr. Hull. All options
under this plan expire 10 years from the grant.d&teof September 30, 2004, there were optionsitohase 225,000 shares outstanding and
no shares available for awards under the plan.

In July 2004, the Company adopted the MageiBicquisition Equity Incentive Plan, or the Maging=Plan, in connection with the hiring
of the former employees of MagniFire. A total oB4000 shares of common stock have been reservéssf@ance under the MagniFire Plan.
The plan provides for discretionary grants of norddied and incentive stock options, stock purehawards and stock bonuses. The
Company has not granted any stock purchase awagsisak bonuses under this plan. As of Septembe2@W4 there were options to
purchase 410,000 shares outstanding and no shemiésbée for awards under the Magnifire Plan.

In August 2004, the company adopted a noriforeastock option plan in connection with theihg of Karl Triebes, the Company’s
Senior Vice President of Product Development anigfCrechnology Officer. This plan provides for agt of 300,000 non-qualified stock
options for Mr. Triebes. All options under this plexpire 10 years from the grant date. As of Sep&r30, 2004, there were options to
purchase 300,000 shares outstanding and no sheaitegbte for awards under the plan.
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A summary of stock option activity under @flithe Company’s plans is as follows:

Options Outstanding

Weighted
Shares Average
Available for Number of Exercise Price

Grant Shares Per Share

Balance, October 1, 20( 308,73: 7,910,88. $27.02
Options grante: (2,233,85I) 2,233,85! 12.52
Options exercise — (764,50 4.91
Options cancele 2,139,37 (2,139,37) 52.67
Additional shares reserve 1,500,001 — —
Balance, September 30, 2C 1,714,26; 7,240,85! 17.3C
Options grante: (2,195,30) 2,195,30I 15.2¢
Options exercise — (1,423,551 7.6C
Options cancele 504,77: (504,77 25.6¢
Additional shares reserved (terminated), 1,155,001 — —
Balance, September 30, 2C 1,178,73. 7,507,82! 17.92
Options grante: (2,230,51) 2,230,51! 24.7¢
Options exercise — (2,031,55) 11.0C
Options cancele 353,23. (353,23) 26.07
Additional shares reserved (terminated), 820,07( — —
Balance at September 30, 2( 121,52( 7,353,56! $21.52
.| I

The weighted-average fair values and weightgztage exercise prices per share at the datenof fipr options granted were as follows:

Years Ended September 30,

2004 2003 2002
Weighted-average fair value of options granted wihbrcise prices equal
the market value of the stock at the date of ¢ $ 8.3 $ 7.4€ $10.0¢
Weighted-average exercise price of options grawitfuexercise prices
equal to the market value of the stock at the daggant $24.7¢ $15.2¢ $12.52
Options Outstanding Options Exercisable
Weighted
Average Weighted
Remaining Average Weighted
Contractual Exercise Average
Number of Life Price Number of Price
Range of Exercise Prices Shares (In Years) Per Stear Shares Per Share
$0.05— $ 9.50 962,25} 5.9C $ 7.0z 920,68¢ $ 7.01
$9.53— $14.64 2,264,25: 7.9¢ $12.9¢ 1,719,541 $12.6:
$15.00— $22.17 1,051,65 8.71 $19.5¢ 277,94: $17.91
$22.43— $34.51 2,415,64 8.57 $26.8: 723,19¢ $30.5¢
$34.90— $120.88 659,75! 5.7: $55.6¢€ 643,91¢ $56.1:
$ 0.05— $120.88 7,353,561 7.81 $21.52 4,285,28 $21.3:
] | | | |
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Pro forma information regarding net inconas$)) is required by SFAS No. 123 and has beenrdeted as if the Company had accounted
for its stock options under the fair value methbhe fair value of each option is estimated at tae @f grant using the following weighted-
average assumptions:

Stock Option Plan Employee Stock Purchase Plan
Years Ended September 30, Years Ended September 30,
2004 2003 2002 2004 2003 2002
Risk-free interest rat 3.1% 2.3% 4.12% 1.14% 1.2%% 2.57%
Expected dividen: — — — — — —
Expected live: 2.2 year 4.0 year 4.3 year 0.5 year 0.5 year 0.5 year
Expected volatility 59.05% 49.95% 99.41% 50.1¢% 72.9% 99.41%

1999 Employee Stock Purchase Plan

In May 1999, the board of directors approved theptidn of the 1999 Employee Stock Purchase PlanKEthployee Stock Purchase Pl
A total of 2,000,000 shares of common stock haenlveserved for issuance under the Employee StoahBse Plan. The Employee Stock
Purchase Plan permits eligible employees to acghiages of the Company’s common stock through gierigayroll deductions of up to 15%
of base compensation. No employee may purchase tmame$25,000 worth of stock, determined at therfairket value of the shares at the
time such option is granted, in one calendar yEae. Employee Stock Purchase Plan has been implethana series of offering periods,
each 6 months in duration. The price at which tthamon stock may be purchased is 85% of the legsbedair market value of the
Company’s common stock on the first day of the @pple offering period or on the last day of thepective purchase period. As of
September 30, 2004 there were 1,148,872 shardalaledior awards under the Employee Stock PurcRéeme

8. Commitments and Contingencie:
Operating Leases

In April 2000, the Company amended and resdtttie lease agreement for its corporate headgsiamt&eattle, Washington. The lease
expires in 2012 with an option for renewal. Theskeaommenced in July 2000 on the first building] #ire lease on the second building
commenced in September 2000. The second buildisdpéan fully subleased until 2012. The Company lelsses office space for product
development personnel in Spokane, Washington, &sey California, Russia and Israel, and for satessaipport personnel in Australia,
Canada, China, France, Germany, Hong Kong, Japalaysia, Singapore, South Korea, Taiwan, Thailardlthe United Kingdom. The le¢
for our Washington, D.C. office has been primasilipleased through 2007.

Future minimum operating lease paymentsphstiblease income, are as follows (in thousands):

Gross Net

Lease Sublease Lease

Payments Income Payments

2005 $ 6,74( $ 3,451 $ 3,28¢
2006 6,90¢ 3,567 3,341
2007 6,73( 3,571 3,15¢
2008 6,22¢ 3,571 2,65¢
2009 6,06t 3,681 2,28¢
Thereafte 16,89: 11,02¢ 5,86:
$49,56( $28,87( $20,69(

— — —
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Rent expense under non-cancelable operaasgs amounted to approximately $4.8 million, $4ilbon, and $4.4 million for the fiscal
years ended September 30, 2004, 2003, and 20@2ctesely.

Litigation

In July and August 2001, a series of putasieurities class action lawsuits were filed intgaiStates District Court, Southern District of
New York against certain investment banking firfmsttunderwrote the Compé's initial and secondary public offerings, the Camp and
some of the Company’s officers and directors. Tlwases, which have been consolidated under In ieforks, Inc. Initial Public Offering
Securities Litigation, No. 01 CV 7055, assert tihat registration statements for the Company’s yri®99 initial public offering and
September 30, 1999 secondary offering failed toldse certain alleged improper actions by the undtars for the offerings. The
consolidated, amended complaint alleges claimsiagtiie Company and those of our officers and thremamed in the complaint under
Sections 11 and 15 of the Securities Act of 1988, @nder Sections 10(b) and 20(a) of the Secuftiehange Act of 1934. Other lawsuits
have been filed making similar allegations regagdhre public offerings of more than 300 other conipsa. All of these various consolidated
cases have been coordinated for pretrial purpasésr@ Initial Public Offering Securities Litigati, Civil Action No. 21-MC-92. In October
2002, the directors and officers were dismissetauit prejudice. The issuer defendants filed a doatdd motion to dismiss these lawsuits in
July 2002, which the Court granted in part and eérm part in an order dated February 19, 2003.0dwrt declined to dismiss the Sectior
and Section 10(b) and Rule 10b-5 claims againsCtdrapany. In June 2004, a stipulation of settlenf@nthe claims against the issuer
defendants, including the Company, was submitteédeaourt. The settlement is subject to a numbeonditions, including approval by the
Court. If the settlement does not occur, and litagaagainst us continues, we believe we have oraits defenses and intend to defend the
case vigorously. Securities class action litigatonld result in substantial costs and divert oanagement’s attention and resources. Due to
the inherent uncertainties of litigation, we canacturately predict the ultimate outcome of thigdition, and any unfavorable outcome could
have a material adverse impact on our businesmdial condition and operating results.

On March 19, 2003, we sued Radware, Incgimltethat Radware infringed F5’'s U.S. Patent Nd78,802. The Complaint sought
injunctive relief, damages, enhanced damagesnagsrfees and interest on the basis that Radwhireged the ‘802 patent. The ‘802 patent
is generally directed at the use of cookies toterparsistent sessions between a client and ars¥&vesfiled an amended complaint on
March 25, 2004, adding Radware, Ltd., as a defan®Radware, Ltd. and Radware, Inc. denied infringietnand filed a counterclaim seeking
a declaratory judgment that they did not infringe ghat the ‘802 patent was invalid. This lawsugisveettled in September, 2004. Under the
settlement agreement, Radware has taken a nonaxclicense to the ‘802 patent.

On July 20, 2004, Radware, Inc. and Radwarke,sued us in the United States District Courtth@ District of New Jersey, asserting that
F5 Networks has infringed and is infringing upordRare’s U.S. Patent No. 6,718,359 (“359 patentfjch issued on April 6, 2004. The
Complaint alleges that F5 Networks has “made, useld, and or offered for sale, and continues toenake, sell and or offer for sale
products, including the 3-DNS® product and BIG-IRfgat incorporate technology and processes thairamnen in use are covered by oni
more claims of the ‘359 patent.” The Complaint seiefunctive relief prohibiting us and our agentafi “making, using, selling, offering to
sell and importing into the United States any prbfbat infringes, or contributes to, or inducefsingement of, the ‘359 patent,” as well as
unspecified “damages, pre-and post-judgment inteeekanced damages and attorney fees.” The ‘3&dipia entitled “Load Balancing,“and
the Complaint alleges that the patent is “dire¢techethods and systems relating to network-proyiméterminations and non-geographical
load balancing.” The patent claims appear to bectid to the concurrent use of various metricseasure the network proximity of various
servers to a client and/or the use of a specifithoteof measuring the number of
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hops to a server. We have answered the complany;idg that F5 or its products infringe the ‘35%gpd, and have filed a counterclaim
seeking a declaratory judgment that the patentis imvalid and not infringed by F5. No case schedhas been issued.

We are not aware of any additional pending legateedings that, individually or in the aggregateuld have a material adverse effec
the Company’s business, operating results, or fishgondition. We may in the future be party tagktion arising in the ordinary course of
business, including claims that allegedly infringen third-party trademarks or other intellectuaigerty rights. Such claims, even if not
meritorious, could result in the expenditure ohdfigant financial and managerial resources.

9. Employee Benefit Plans

The Company has a 401(k) savings plan wheetigiple employees may voluntarily contribute agemtage of their compensation. The
Company may, at its discretion, match a portiothefemployees’ eligible contributions. Contribusdoy the Company to the plan during the
years ended September 30, 2004, 2003, and 2002appreximately $999,000, $852,000, and $950,0G(pheetively. Contributions made |
the Company vest over four years.

10. Geographic Sales and Significant Customel

The following presents revenues by geograpaon (in thousands):

Years Ended September 30,

2004 2003 2002
United State: $103,60: $ 75,40¢ $ 73,45¢
Europe 25,60¢ 16,88( 13,99(
Japar 26,80! 16,03¢ 15,75¢
Asia Pacific 15,18( 7,567 5,06(

$171,19( $115,89! $108,26¢

The Company’s customers are in diverse imghssand geographic locations. Net revenues fraariational customers are primarily
denominated in U.S. dollars and totaled approxiip#t€7.6 million, $40.5 million, and $34.8 millidor the years ended September 30, 2!
2003 and 2002, respectively. One domestic diswibatcounted for 19.1% and 12.6% of total net raedor the fiscal years 2004 and 2003,
respectively. This distributor accounted for 26.886 17.8% of accounts receivable as of Septemhe2083 and 2003, respectively. During
the year ended September 30, 2002 no single reselteistomer exceeded 10% of the Company’s nei@ or accounts receivable balance.
Substantially all of our long-lived assets are teddn the United States.
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11. Quarterly Results of Operations

The following presents the Company’s unawtiitaarterly results of operations for the eightrtera ended September 30, 2004. The
information should be read in conjunction with ©empany’s financial statements and related notdadied elsewhere in this report. This
unaudited information has been prepared on the basie as the audited financial statements anddeslall adjustments, consisting only of
normal recurring adjustments that were consideemgssary for a fair presentation of our operatasglts for the quarters presented.

Three Months Ended

Sept. 30, June 30, March 31, Dec. 31, Sept. 30, &UB0, March 31, Dec. 31,
2004 2004 2004 2003 2003 2003 2003 2002

(Unaudited and in thousands)
Net revenue

Products $37,53¢ $32,537 $29,72( $26,37¢ $23,04¢ $21,31( $20,33¢ $19,50:
Services 12,68 11,70¢ 10,92% 9,70¢ 8,58¢ 7,87¢ 7,67¢ 7,55¢
Total 50,21¢ 44,24 40,647 36,08 31,63¢ 29,18¢ 28,017 27,05¢

Cost of net revenue

Products 8,48¢ 7,261 6,79¢ 5,84¢ 5,08¢ 4,491 4,20 4,057
Services 3,05¢ 2,83 2,62¢ 2,46: 2,34 2,29( 2,27t 2,161
Total 11,54« 10,00¢ 9,42t 8,311 7,42¢ 6,781 6,47¢ 6,21¢
Gross profit 38,67¢ 34,14« 31,22: 27,717( 24,20t 22,40¢ 21,53¢ 20,83¢
Operating expense
Sales and marketir 17,59: 16,907 15,92( 14,95¢ 14,04* 13,59: 13,06! 12,75¢
Research and developme¢ 6,76¢ 6,252 5,90( 5,44¢ 5,15¢ 4,81( 4,88¢ 4,39t
General and administrative( 4,467 4,06¢ 3,85¢ 3,347 2,96¢ 2,80( 2,90( 3,35(
Amortization of unearned compensat — — — 10 6 6 5 66
Total operating expens 28,82« 27,22¢ 25,67¢ 23,75t 22,17( 21,20¢ 20,85 20,57(
Income from operation 9,851 6,91¢ 5,547 4,01¢ 2,03t 1,19¢ 687 26¢
Other income (loss), ni 891 84¢ 80¢ 184 (375 352 312 462
Income before income tax 10,74: 7,767 6,35¢ 4,19¢ 1,66( 1,551 99¢ 73C
Provision (benefit) for income taxes( (5,03¢ 347 40C 39¢ 307 152 184 21C
Net income $15,78: $ 7,41¢ $ 5,95¢ $ 3,801 $ 1,35¢ $ 1,39¢ $ 81t $ 52C
— — — — — — — —
Net income per shar— basic $ 0.4¢€ $ 0.22 $ 0.1¢ $ 0.1t $ 0.0t $ 0.0f $ 0.02 $ 0.0Z
— — — — — — — —
Weighted average shar— basic 34,59 34,38: 33,76¢ 30,15¢ 27,12 26,63¢ 26,16¢ 25,88
| | | | | | | |
Net income per shar— diluted $ 0.4: $ 0.2C $ 0.1€ $ 0.11 $ 0.0t $ 0.0t $ 0.02 $ 0.0z
| | | | | | | |
Weighted average shar— diluted 36,77¢ 36,96¢ 36,94¢ 33,12: 29,52 28,467 27,49¢ 26,93t
| | | | | | | |

(1) During the fourth quarter of fiscal year 2088 Company reversed a $250,000 reserve initstgblished for an amount considered
potentially uncollectible. The amount was recovaratsuant to a settlement agreement and the réwérdee reserve was recorded as a
credit to general and administrative expen

(2) During the fourth quarter of fiscal 2004, Bempany reversed the valuation allowance on U.ferg tax assets and as a result
realized an income tax benefit of $7.3 million. Tdnedit from the reversal of the valuation allowaneas partially offset by actual U.S.
and international tax expenses during the pe
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SUPPLEMENTARY DATA

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

Balance at Charges to Charges to Balance
Beginning Costs and Other at End
Description of Period Expenses Accounts Deductions of Period
(In thousands)
Year Ended September 30, 2(
Allowance for doubtful accoun $ 1,52« $ 15C $ — $ (80 $ 1,594
Allowance for sales returr $ 1,52¢ $1,00¢ $1,56¢€ $ (2,539 $ 1,567
Income tax valuation allowant $30,71: $ — $ — $(28,067) $ 2,64¢
Year Ended September 30, 2(
Allowance for doubtful accoun $ 3,83¢ $ (650) $ — $ (1,662 $ 1,524
Allowance for sales returr $ 1,61¢ $ 347 $ 74t $ (1,189 $ 1,52¢
Income tax valuation allowant $26,32¢ $ — $4,38: $ — $30,71:
Year Ended September 30, 2(
Allowance for doubtful accoun $ 3,91« $2,88¢ $ — $ (2,969) $ 3,83¢
Allowance for sales returr $ 2,331 $3,79:2 $ 384 $ (4,89)) $ 1,61¢€
Income tax valuation allowan $20,92¢ $ — $5,40( $ — $26,32¢
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Iltem 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure

None.

Item 9A. Controls and Procedures

As of September 30, 2004, we carried outvatuation, under the supervision and with the pgodition of the Company’s management,
including our Chief Executive Officer and Chief kirtial Officer, of the effectiveness of the desagual operation of our disclosure controls
and procedures pursuant to Exchange Act Rule 18a-a6d 15dt5(e). Based upon that evaluation, the Chief Exee@fficer and the Chie
Financial Officer concluded that our disclosureteools and procedures are effective to timely aleeim to any material information relating
the Company (including its consolidated subsid&@rteat must be included in our periodic SEC fiinghere have been no significant
changes in the Company’s internal controls or freofactors that could significantly affect interoantrols subsequent to their evaluation.

We intend to review and evaluate the desigheffectiveness of our disclosure controls andgdares on an ongoing basis and to
improve our controls and procedures over time antbtrect any deficiencies that we may discoveh@future. Our goal is to ensure that our
senior management has timely access to all maferéaicial and non-financial information concernimgr business. While we believe the
present design of our disclosure controls and pho@s is effective to achieve our goal, future év@ffecting our business may cause us to
modify our disclosure controls and procedures.

We are in the process of implementing theliregqnents of Section 404 of the Sarbanes-OxleyoA2002 which requires our management
to assess the effectiveness of our internal cantreér financial reporting and include an asseritioour annual report as to the effectiveness
of our controls. Subsequently, our independenttats]iPricewaterhouseCoopers LLP, will be requicedttest to whether our assessment of
the effectiveness of our internal controls oveaficial reporting is fairly stated in all materiabpects and separately report on whether it
believes we maintained, in all material respedtsctve internal controls over financial reporting of September 30, 2005. We are in the
process of performing the system and process dauiatien, evaluation and testing required for managyg to make this assessment and for
the auditors to provide its attestation report. Ndge not completed this process or its assessammhthis process will require significant
amounts of management time and resources. In tmseof evaluation and testing, management mayifdefeficiencies that will need to be
addressed and remediated.

Item 9B.  Other Information
None.
PART IlI
Item 10. Directors and Executive Officers of the Registran

We intend to furnish to the SEC a definitRixy Statement not later than 120 days after litmecof the fiscal year ended September 30,
2004. Certain information required by this iteninsorporated herein by reference to the Proxy Btatd. Also see “Directors and Executive
Officers of the Registrant” in Part | of this AnlReport on Form 10-K.

ltem 11.  Executive Compensatior

The information required by this item is ingorated herein by reference to the Proxy Statement

ltem 12.  Security Ownership of Certain Beneficial Owners andMlanagement
The information required by this item is ingorated herein by reference to the Proxy Statement
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Item 13.  Certain Relationships and Related Transaction
The information required by this item is ingorated herein by reference to the Proxy Statement
Item 14. Principal Accountant Fees and Services
The information required by this item is ingorated herein by reference to the Proxy Statement
PART IV
Item 15.  Exhibits and Financial Statement Schedules

(a) Documents filed as part of this repoet as follows:

1. Consolidated Financial Statements:

See Index to Consolidated Financial Statementsidecl under Iltem 8 in Part 1l of this Annual RepmrtForm 10-K.

2. Exhibits:

The required exhibits are included at the end isf Amnual Report on Form 10-K and are describethénExhibit Index
immediately preceding the first exhik
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SIGNATURES

Pursuant to the requirements of Section 185¢d) of the Securities Exchange Act of 1934, Rlegistrant has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

F5 NETWORKS, INC.

By: /s/ JOHN MCADAM

John McAdam
Chief Executive Officer and President

Dated: December 6, 2004

Pursuant to the requirements of the Secariichange Act of 1934, this report has been sitpedmlv by the following persons on behalf
of the Registrant and in the capacities and ord#tes indicated.

Signature Title Date
By: /sl JOHN MCADAM Chief Executive Officer, December 6, 20C
President, and Director
John McAdan (Principal Executive Officer)
By: /s/ STEVEN B. COBURN Senior Vice President, December 6, 20C
Chief Financial Officer
Steven B. Coburn (Principal Finance and

Accounting Officer)

By: /sl GARY AMES Director December 6, 20C
Gary Ames
By: /sl KEITH D. GRINSTEIN Director December 6, 20C

Keith D. Grinsteir

By: /sl KARL D. GUELICH Director December 6, 20C
Karl D. Guelich
By: /s/ ALAN J. HIGGINSON Director December 6, 20C

Alan J. Higginsor

By: /s/ RICH MALONE Director December 6, 20C

Rich Malone
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Exhibit
Number

21

3.1
3.2
4.1
101

10.2
1C.3
104
105
1C0.6
10.7
1C.8
109
1C.10
1C.11
1C.12
1C.13
1C.14
1C.15
1C.16
1C0.17
1C.18
1C.19
1C.20
1C.21
10.22*
10.23*
10.24*
21.1*
23.1*
31.1*

EXHIBIT INDEX

Exhibit Description

Agreement and Plan of Merger dated as of May 304 2By and among the Registrant, Fire5, Inc., allwho
owned subsidiary of the Registrant, MagniFire Websmys, Inc., and Lucent Venture Partners Il LLC
Second Amended and Restated Articles of Incorpmaif the Registrant(z

Amended and Restated Bylaws of the Registral

Specimen Common Stock Certificate

Amended and Restated Office Lease Agreement dgteitl3 2000, between the Registrant and 401 ENdést
LLC(3)

Sublease Agreement dated March 30, 2001 betweeRdfistrant and Cell Therapeutics, Inc

uRoam Acquisition Equity Incentive Plan(

Form of Indemnification Agreement between the Regig and each of its directors and certain obifiers(2)
1998 Equity Incentive Plan, as amende

Form of Option Agreement under the 1998 Equity hice Plan(2)

Amended and Restated Direct Nonqualified Stock Option Plan(;

Form of Option Agreement under the Amended and&estDirector Nonqualified Stock Option Plan(;
Amended and Restated 1996 Stock Option Ple

Form of Option Agreement under the Amended anda&Res$t1 996 Stock Option Plan(

1999 Nor-Employee Director Stock Option Plan(2

Form of Option Agreement under 1999 I-Employee Director Stock Option Plan(2

NonQualified Stock Option Agreement between Johtam and the Registrant dated July 24, 200
NonQualified Stock Option Agreement between Johitam and the Registrant dated July 24, 200
2000 Employee Equity Incentive Plan

Form of Option Agreement under the 2000 Equity iise Plan(9)

NonQualified Stock Option Agreement between Jeffdddtine and the Registrant dated October 23, B)!
NonQualified Stock Option Agreement between StewbuEn and the Registrant dated May 29, 200
Employment Offer Letter by the Registrant to Julitames dated November 2, 2000(:

NonQualified Stock Option Agreement between M. ThsrHull and the Registrant dated October 20, 2003
1999 Employee Stock Purchase Plan, as amende:

MagniFire Acquisition Equity Incentive Pl

NonQualified Stock Option Agreement between Kaielbes and the Registrant dated August 16, :
Incentive Compensation Plan for Executive Offic

Subsidiaries of the Registre

Consent of PricewaterhouseCoopers LLP, IndeperiRegistered Public Accounting Fir

Certification Pursuant to Section 302 of the Saek-Oxley Act of 200z
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Exhibit

Number Exhibit Description
31.2* —  Certification Pursuant to Section 302 of the Sagk-Oxley Act of 200z
32.1* —  Certification Pursuant to Section 906 of the Sagk-Oxley Act of 200z

* Filed herewith.

(1) Incorporated by reference from Current ReparfForm 8-K dated May 31, 2004 and filed with ti&CSon June 2, 2004.

(2) Incorporated by reference from Registratiost&nent on Form S-1, File No. 333-75817.

(3) Incorporated by reference from Quarterly RéporForm 10-Q for the quarter ended June 30, 2003.

(4) Incorporated by reference from Quarterly RépoarForm 10-Q for the quarter ended June 30, 2001.

(5) Incorporated by reference from Registraticat&nent on Form S-8, File No. 333-109895.

(6) Incorporated by reference from Registraticat&nent on Form S-8, File No. 333-104169.

(7) Incorporated by reference from Annual Reparform 10-K for the year ended September 30, 2000.

(8) Incorporated by reference from Registratiost&nent on Form S-8, File No. 333-51878.

(9) Incorporated by reference from Annual Reporform 10-K for the year ended September 30, 2001.
(10) Incorporated by reference from Annual Report omi-@f-K for the year ended September 30, 2(
(11) Incorporated by reference from Registration Statérna Form -8, File No. 33-112022.

(12) Incorporated by reference from Registration Statéroa Form -8, File No. 33-116187.
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EXHIBIT 10.22
F5 NETWORKS, INC.
MAGNIFIRE ACQUISITION EQUITY INCENTIVE PLAN

ADOPTED MAY 31, 2004
TERMINATION DATE: MAY 30, 2014

1. PURPOSES.

(a) ELIGIBLE STOCK AWARD RECIPIENTS. The personsggile to receive Stock Awards are those employdddagniFire
WebSystems, Inc. to whom F5 Networks, Inc. (therf@any") extends an offer of employment in connectidgth its purchase of MagniFire.

(b) AVAILABLE STOCK AWARDS. The purpose of the Plasmto provide an inducement for employees of MRgeriWebSystems, Inc. to
accept offers of employment by the Company, angtans by which they may be given an opportunityeiodiit from increases in value of

Common Stock through the granting of the followBtgpck Awards: (i) Incentive Stock Options, (ii) Natatutory Stock Options, (iii) stock

bonuses and (iv) rights to acquire restricted stock

(c) GENERAL PURPOSE. The Company, by means of the,Reeks to induce eligible recipients of Stoekafds to accept offers of
employment from the Company, to retain the servifabese individuals and to provide an incentimethem to exert maximum efforts for
the success of the Company and its Affiliates.

2. DEFINITIONS.

(a) "AFFILIATE" means any parent corporation or sialary corporation of the Company, whether nowereafter existing, as those terms
are defined in Sections 424(e) and (f), respectj\w#lthe Code.

(b) "BOARD" means the Board of Directors of the Guamy.

(c) "CODE" means the Internal Revenue Code of 188@&mended.

(d) "COMMITTEE" means a Committee appointed by Buard in accordance with subsection 3(c).
(e) "COMMON STOCK" means the common stock of thenpany.

() "COMPANY" means F5 Networks, Inc., a Washingtmrporation.

(g) "CONSULTANT" means any person, including aniady, (i) who is engaged by the Company or an #sfil to render services other than
as an Employee or as a Director or (ii) who is anier of the Board of Directors of an Affiliate.

(h) "CONTINUOUS SERVICE" means that the Participmservice with the Company or an Affiliate, whethe an Employee, Director or
Consultant, is not interrupted or terminated. TheiBipant's Continuous Service shall not be deetndthve terminated merely because of a
change in the capacity in which the Participanteza service to the Company or an Affiliate as erplbyee, Consultant or Director or a
change in the entity for which the Participant rensdsuch service, provided that there is no inption or termination of the Participant's
Continuous Service. For example, a change in sfedosan Employee of the Company to a Consulta=troAffiliate or a Director of the
Company will not constitute an interruption of Cionbus Service. The Board or the chief executifieef of the Company, in that party's
sole discretion, may determine whether Continuarsi€e shall be considered interrupted in the cdsay leave of absence approved by
party, including sick leave, military leave or astyer personal leave.

() "COVERED EMPLOYEE" means the chief executivéiedr and the four
(4) other highest compensated officers of the Camiar whom total compensation is required to heoreed to shareholders under the
Exchange Act, as determined for purposes of Sed@tm) of the Code.



() "DIRECTOR" means a member of the Board of Dioes of the Company.

(k) "DISABILITY" means (i) before the Listing Datéhe inability of a person, in the opinion of a tified physician acceptable to the
Company, to perform the major duties of that pesspasition with the Company or an Affiliate of tBempany because of the sickness or
injury of the person and

(i) after the Listing Date, the permanent andltdtsability of a person within the meaning of Sewt22(e)(3) of the Code.

() "EMPLOYEE" means any person employed by the @any or an Affiliate. Mere service as a Directopayment of a director's fee by 1
Company or an Affiliate shall not be sufficientdonstitute "employment" by the Company or an Adfi.

(m) "EXCHANGE ACT" means the Securities Exchange éfc1934, as amended.
(n) "FAIR MARKET VALUE" means, as of any date, thalue of the Common Stock determined as follows:

(i) If the Common Stock is listed on any establéktock exchange or traded on the Nasdaqg Natioaakét or the Nasdag SmallCap Market,
the Fair Market Value of a share of Common Stoclldie the closing sales price for such stocklferdlosing bid, if no sales were reported)
as quoted on such exchange or market (or the egel@mmarket with the greatest volume of tradinthen Common Stock) on the day of
determination or, if the day of determination ig aanarket trading day, then on the last marketitigaday prior to the day of determination,
as reported in THE WALL STREET JOURNAL or such atheurce as the Board deems reliable.

(i) In the absence of such markets for the Comi@tmtk, the Fair Market Value shall be determinedand faith by the Board.

(o) "INCENTIVE STOCK OPTION" means an Option intexadto qualify as an incentive stock option withie tneaning of Section 422 of
the Code and the regulations promulgated thereunder

(p) "LISTING DATE" means the first date upon whittte Common Stock is listed (or approved for listingon notice of issuance on any
securities exchange or designated (or approveddsignation) upon notice of issuance as a natimaaket security on an interdealer
guotation system if such securities exchange erdietaler quotation system has been certified inrdemce with the provisions of Section
25100(0) of the California Corporate Securities L@l 968.

(q) "NON-EMPLOYEE DIRECTOR" means a Director of tBempany who either

() is not a current Employee or Officer of the Quamy or its parent or a subsidiary, does not recedmpensation (directly or indirectly)
from the Company or its parent or a subsidiarystnvices rendered as a consultant or in any capattier than as a Director (except for an
amount as to which disclosure would not be requinedier Item 404(a) of Regulation S-K promulgatedspant to the Securities Act
("Regulation S-K")), does not possess an intereanly other transaction as to which disclosure ddel required under Item 404(a) of
Regulation S-K and is not engaged in a busineasioakhip as to which disclosure would be requireder Item 404(b) of Regulationkg-or
(i) is otherwise considered a "non-employee doegctor purposes of Rule 16b-3.

(r) "NONSTATUTORY STOCK OPTION" means an Option matended to qualify as an Incentive Stock Option.

(s) "OFFICER" means a person who is an officehef€ompany within the meaning of Section 16 offkehange Act and the rules and
regulations promulgated thereunder.

(t) "OPTION" means an Incentive Stock Option or@nitatutory Stock Option granted pursuant to tlae Pl

(u) "OPTION AGREEMENT" means a written agreemertingen the Company and an Optionholder evidenciadeims and conditions of
an individual Option grant. Each Option Agreemdralsbe subject to the terms and conditions ofRta.

(v) "OPTIONHOLDER" means a person to whom an Opisogranted pursuant to the Plan or, if applicatlesh other person who holds an
outstanding Option.

(w) "OUTSIDE DIRECTOR" means a Director of the Camg who either (i) is not a current employee of @mmpany or an "affiliated
corporation” (within the meaning of Treasury Regjolas promulgated under Section 162(m) of the Code)ot a former



employee of the Company or an "affiliated corpanatireceiving compensation for prior services (othan benefits under a tax qualified
pension plan), was not an officer of the Compangrotaffiliated corporation” at any time and is oatrently receiving direct or indirect
remuneration from the Company or an "affiliatedpmation” for services in any capacity other thamdirector or (ii) is otherwise
considered an "outside director” for purposes atiSe 162(m) of the Code.

(x) "PARTICIPANT" means a person to whom a Stockakavis granted pursuant to the Plan or, if appleaduch other person who holds an
outstanding Stock Award.

(y) "PLAN" means this F5 Networks, Inc. 1998 Equitgentive Plan.

(z) "RULE 16B-3" means Rule 16b-3 promulgated urtberExchange Act or any successor to Rule 16ls-8y affect from time to time.
(aa) "SECURITIES ACT" means the Securities Act @83, as amended.

(bb) "STOCK AWARD" means any right granted under Blan, including an Option, a stock bonus anglat to acquire restricted stock.

(cc) "STOCK AWARD AGREEMENT" means a written agremmh between the Company and a holder of a Stockdexdencing the tern
and conditions of an individual Stock Award grdgach Stock Award Agreement shall be subject tdghas and conditions of the Plan.

(dd) "TEN PERCENT SHAREHOLDER" means a person wiwa® (or is deemed to own pursuant to Section 423(the Code) stock
possessing more than ten percent (10%) of thedotabined voting power of all classes of stockhef Company or of any of its Affiliates.

3. ADMINISTRATION.

(2) ADMINISTRATION BY BOARD. The Board shall admaster the Plan unless and until the Board delegatesnistration to a Committe
or an administrator, as provided in subsection.3(c)

(b) POWERS OF BOARD. The Board shall have the poasject to, and within the limitations of, thepeass provisions of the Plan:

(i) To determine from time to time which of the pens eligible under the Plan shall be granted Staeétrds; when and how each Stock
Award shall be granted; what type or combinatiotypes of Stock Award shall be granted; the prawvisiof each Stock Award granted
(which need not be identical), including the timrdimes when a person shall be permitted to recgivek pursuant to a Stock Award; and the
number of shares with respect to which a Stock Avediall be granted to each such person.

(i) To construe and interpret the Plan and StoakaAds granted under it, and to establish, amendearake rules and regulations for its
administration. The Board, in the exercise of ffogver, may correct any defect, omission or incdasiy in the Plan or in any Stock Award
Agreement, in a manner and to the extent it stedhtinecessary or expedient to make the Plan fiidgtare.

(iii) To amend the Plan or a Stock Award as proglideSection 12.

(iv) Generally, to exercise such powers and togerfsuch acts as the Board deems necessary oriexptrpromote the best interests of the
Company which are not in conflict with the provissoof the Plan.

(c) DELEGATION TO COMMITTEE.

() GENERAL. The Board may delegate administratiéthe Plan to a Committee or Committees of onmore members of the Board, and
the term "Committee" shall apply to any personenspns to whom such authority has been delegatedBdard or the Committee may
further delegate its authority and responsibilitiegler the Plan to an Officer. However,



if administration is delegated to an Officer, s@fficer may grant Stock Awards only within guidedgestablished by the Board or the
Committee, and only the Board or the Committee make a Stock Award to an Officer or Director. If@distration is delegated to a
Committee, the Committee shall have, in conneatiidh the administration of the Plan, the powerséatafore possessed by the Board,
including the power to delegate to a subcommitteedd the administrative powers the Committee itharized to exercise (and references in
this Plan to the Board shall thereafter be to the@ittee or subcommittee, or an Officer to whonhatity has been delegated), subject,
however, to such resolutions, not inconsistent tithprovisions of the Plan, as may be adopted from to time by the Board. The Board
may abolish the Committee at any time and revestérBoard the administration of the Plan.

(i COMMITTEE COMPOSITION. In the discretion of¢hBoard, a Committee may consist solely of two orerOutside Directors, in
accordance with Section 162(m) of the Code, arslitaly of two or more Non-Employee Directors, it@awance with Rule 16b-3. Within

the scope of such authority, the Board or the Cdtemimay (i) delegate to a committee of one or mueenbers of the Board who are not
Outside Directors the authority to grant Stock Adgato eligible persons who are either (1) not tBermered Employees and are not expected
to be Covered Employees at the time of recognitfoncome resulting from such Stock Award or (2} persons with respect to whom the
Company wishes to comply with Section 162(m) of@uele and/or) (ii) delegate to a committee of onmore members of the Board who
are not NorEmployee Directors the authority to grant Stock Adgato eligible persons who are not then subje&ection 16 of the Exchan
Act.

4. SHARES SUBJECT TO THE PLAN.

(a) SHARE RESERVE. Subject to the provisions ofti®ecll1 relating to adjustments upon changes ickstime stock that may be issued
pursuant to Stock Awards shall not exceed in tlgrexgate Four Hundred Fifteen Thousand (415,000ksha Common Stock.

(b) REVERSION OF SHARES TO THE SHARE RESERVE. Iy&tock Award shall for any reason expire or otliseerminate, in whole
or in part, without having been exercised in ftlle stock not acquired under such Stock Award shadirt to and again become available for
issuance under the Plan. The number of sharesmof@m Stock that may be issued pursuant to Stockrdsyas specified in subsection 4(a),
shall only be reduced to reflect new shares thatatually delivered under the Plan. Thereford¢peksfor-stock exercise of an Option shall
result in only the net number of additional shae€ommon Stock being counted against the shasves

(c) SOURCE OF SHARES. The stock subject to the Riag be unissued shares or reacquired shares, tangie market or otherwise.
5. ELIGIBILITY.

(a) ELIGIBILITY FOR SPECIFIC STOCK AWARDS. IncentvStock Options may be granted only to EmployeexkSAwards other than
Incentive Stock Options may be granted to EmployBPésctors and Consultants.

(b) TEN PERCENT SHAREHOLDERS. No Ten Percent Shaldgr shall be eligible for the grant of an InceatStock Option unless the
exercise price of such Option is at least one hemhén percent (110%) of the Fair Market Valuehef Common Stock at the date of grant
the Option is not exercisable after the expiratibfive (5) years from the date of grant.

(c) SECTION 162(m) LIMITATION. Subject to the preidns of Section 11 relating to adjustments upangks in stock, no employee shall
be eligible to be granted Options covering mora thao Hundred Thousand (200,000) shares of the Gamrfatock during any calendar ye
This subsection 5(c) shall not apply prior to thgtihg Date and, following the Listing Date, thigsection 5(c) shall not apply until (i) the
earliest of: (1) the first material modification thie Plan (including any increase in the numbeshaires reserved for issuance under the PI
accordance with Section 4); (2) the issuance affalhe shares of Common Stock reserved for issuander the Plan; (3) the expiration of
the Plan; or (4) the first meeting of shareholadgnshich Directors of the Company are to be eletttatioccurs after the close of the third
calendar year following the calendar year in whichurred the first registration of an equity setywinder Section 12 of the Exchange Act
(i) such other date required by Section 162(mhefCode and the rules and regulations promulght@under.



6. OPTION PROVISIONS.

Each Option shall be in such form and shall consaith terms and conditions as the Board shall dgmgropriate. All Options shall be
separately designated Incentive Stock Options arskutory Stock Options at the time of grant, aihal certificate is issued for shares
purchased on exercise of an Option, a separatéiaae or certificates will be issued for sharesghased on exercise of each type of Option.
The provisions of separate Options need not bdimnbut each Option shall include (through ingmation of provisions hereof by
reference in the Option or otherwise) the substafi@ach of the following provisions:

(a) TERM. Subject to the provisions of subsectifln) Begarding Ten Percent Shareholders, no Optiafi Be exercisable after the expiration
of ten
(10) years from the date it was granted.

(b) EXERCISE PRICE OF AN INCENTIVE STOCK OPTION. Igact to the provisions of subsection 5(b) regagdien Percent
Shareholders, the exercise price of each Inceiwsek Option shall be not less than one hundredeme(100%) of the Fair Market Value of
the stock subject to the Option on the date théo@p$ granted. Notwithstanding the foregoing, aceintive Stock Option may be granted
with an exercise price lower than that set fortkhia preceding sentence if such Option is granteguant to an assumption or substitution for
another option in a manner satisfying the provisiohSection 424(a) of the Code.

(c) EXERCISE PRICE OF A NONSTATUTORY STOCK OPTIOSbject to the provisions of subsection 5(b) regarden Percent
Shareholders, the exercise price of each Nonstgt&tock Option granted prior to the Listing Dakeak be not less than eighty-five percent
(85%) of the Fair Market Value of the stock subjecthe Option on the date the Option is grantdtk @xercise price of each Nonstatutory
Stock Option granted on or after the Listing Ddtalkbe not less than fifty percent (50%) of thér Rarket Value of the stock subject to the
Option on the date the Option is granted. Notwithding the foregoing, a Nonstatutory Stock Optiayre granted with an exercise price
lower than that set forth in the preceding sentéhsech Option is granted pursuant to an assumpticsubstitution for another option in a
manner satisfying the provisions of Section 424fahe Code.

(d) CONSIDERATION. The purchase price of stock amegipursuant to an Option shall be paid, to thembpermitted by applicable statu
and regulations, either (i) in cash at the timeQ@ption is exercised or (ii) at the discretion lné Board at the time of the grant of the Option
(or subsequently in the case of a NonstatutorykS@yation) by (1) delivery to the Company of other@mon Stock, (2) according to a
deferred payment or other arrangement (which melyde, without limiting the generality of the fowgg, the use of other Common Stock)
with the Participant or (3) in any other form of# consideration that may be acceptable to thed3dotwithstanding the foregoing, no
Officer or Director may pay the exercise price nf@ption by a deferred payment arrangement.

In the case of any deferred payment arrangementeist shall be compounded at least annually aaltilsh charged at the minimum rate of
interest necessary to avoid the treatment as sttarader any applicable provisions of the Codgmyf amounts other than amounts stated to
be interest under the deferred payment arrangement.

() TRANSFERABILITY OF AN INCENTIVE STOCK OPTION. A Incentive Stock Option shall not be transferaxeept by will or by th
laws of descent and distribution and shall be égabte during the lifetime of the Optionholder obly the Optionholder. Notwithstanding the
foregoing provisions of this subsection 6(e), ti@i@nholder may, by delivering written notice t@t@ompany, in a form satisfactory to the
Company, designate a third party who, in the ewéttie death of the Optionholder, shall theredfeentitled to exercise the Option.

() TRANSFERABILITY OF A NONSTATUTORY STOCK OPTIONA Nonstatutory Stock Option granted prior to thisting Date shall b
transferable to the extent that transferabilitash permitted by Section 260.140.41(d) of Titleaf@he California Code of Regulations at the
time the Option is granted and provided for in @mion Agreement. A Nonstatutory Stock Option geanbn or after the Listing Date shall
transferable to the extent provided in the Optigme®ment. If the Nonstatutory Stock Option doespmovide for transferability, then the
Nonstatutory Stock Option shall not be transferabieept by will or by the laws of descent and disttion and shall be exercisable during
lifetime of the Optionholder only by the Optionhetd Notwithstanding the foregoing provisions ofthubsection 6(f), the Optionholder may,
by delivering written notice to the Company, inoani satisfactory to the Company, designate a ttartly who, in the event of the death of
Optionholder, shall thereafter be entitled to eisar¢che Option.

(g) VESTING GENERALLY. The total number of shardsGmmmon Stock subject to an Option may, but nesdwest and therefore beco
exercisable in periodic installments which may, hegd not, be equal. The Option may be subjeaidb sther terms and conditions on the
time or times when it may be exercised (which mayased on performance or other criteria) as the



Board may deem appropriate. The vesting provisadrisdividual Options may vary. The provisions bfst subsection 6(g) are subject to any
Option provisions governing the minimum numberludres as to which an Option may be exercised.

(h) TERMINATION OF CONTINUOUS SERVICE. In the eveah Optionholder's Continuous Service terminatdsefahan upon the
Optionholder's death or Disability), the Optionteidnay exercise his or her Option (to the exteat tine Optionholder was entitled to
exercise it as of the date of termination) but omithin such period of time ending on the earli&(ipthe date three (3) months following the
termination of the Optionholder's Continuous Sex\(ilor such longer or shorter period specified en@ption Agreement, which, for Options
granted prior to the Listing Date, shall not beslsan thirty (30) days, unless such terminatidorisause), or (ii) the expiration of the tern
the Option as set forth in the Option Agreementafifer termination, the Optionholder does not eiserhis or her Option within the time
specified in the Option Agreement, the Option stelninate.

(i) EXTENSION OF TERMINATION DATE. An Optionholdes'Option Agreement may also provide that if thereise of the Option
following the termination of the Optionholder's Giomous Service (other than upon the Optionholdiath or Disability) would be
prohibited at any time solely because the issuafsbares would violate the registration requirets@mder the Securities Act, then the
Option shall terminate on the earlier of (i) thepieation of the term of the Option set forth in sabtion 6(a) or (ii) the expiration of a period
of three (3) months after the termination of thei@yholder's Continuous Service during which thereise of the Option would not be in
violation of such registration requirements.

() DISABILITY OF OPTIONHOLDER. In the event an Gphholder's Continuous Service terminates as dtrekthe Optionholder's
Disability, the Optionholder may exercise his or @ption (to the extent that the Optionholder wastied to exercise it as of the date of
termination), but only within such period of timeding on the earlier of (i) the date twelve (12)ntts following such termination (or such
longer or shorter period specified in the Optiorréenent, which, for Options granted prior to thstibig Date, shall not be less than six (6)
months) or (ii) the expiration of the term of thetdn as set forth in the Option Agreement. Ifeatermination, the Optionholder does not
exercise his or her Option within the time spedifieerein, the Option shall terminate.

(k) DEATH OF OPTIONHOLDER. In the event (i) an Qgtholder's Continuous Service terminates as atrektiie Optionholder's death or
(i) the Optionholder dies within the period (ifygrspecified in the Option Agreement after the tiation of the Optionholder's Continuous
Service for a reason other than death, then th®ptay be exercised (to the extent the Optiontroldes entitled to exercise the Option a
the date of death) by the Optionholder's estate pgrson who acquired the right to exercise thégo®@y bequest or inheritance or by a
person designated to exercise the option upon gtimaholder's death pursuant to subsection 6(6)fprbut only within the period ending on
the earlier of (1) the date eighteen (18) montlisviong the date of death (or such longer or shrgutriod specified in the Option Agreement,
which, for Options granted prior to the Listing Bashall not be less than six (6) months) or (8)ekpiration of the term of such Option as
forth in the Option Agreement. If, after death, @ption is not exercised within the time speciffetein, the Option shall terminate.

(I) RE-LOAD OPTIONS. Without in any way limiting éhauthority of the Board to make or not to makentg@f Options hereunder, the
Board shall have the authority (but not an obligaito include as part of any Option Agreementavigion entitling the Optionholder to a
further Option (a "Re-Load Option") in the everg @ptionholder exercises the Option evidenced byGption Agreement, in whole or in
part, by surrendering other shares of Common Stoekcordance with this Plan and the terms anditiond of the Option Agreement. Any
such Re-Load Option shall (i) provide for a numbkshares equal to the number of shares surrendsrpdrt or all of the exercise price of
such Option; (ii) have an expiration date whickhis same as the expiration date of the Optionxkecese of which gave rise to such Read
Option; and (iii) have an exercise price whichdsi@ to one hundred percent (100%) of the Fair ixalue of the Common Stock subject
to the Re-Load Option on the date of exercise efdtiginal Option. Notwithstanding the foregoingRe-Load Option shall be subject to the
same exercise price and term provisions heretafeseribed for Options under the Plan.

Any such Re-Load Option may be an Incentive Stopkidd or a Nonstatutory Stock Option, as the Baaay designate at the time of the
grant of the original Option; provided, howeverttthe designation of any Re-Load Option as annitime Stock Option shall be subject to
the one hundred thousand dollars ($100,000) arimigtion on exercisability of Incentive Stock Qgts described in subsection 10(d) and
in Section 422(d) of the Code. There shall be nd.&&ed Options on a Re-Load Option. Any such Re-LOgtion shall be subject to the
availability of sufficient shares under subsectida) and the "Section 162(m) Limitation" on thergsaof Options under subsection 5(c) and
shall be subject to such other terms and conditi@the Board may determine which are not incaersistith the express provisions of the
Plan regarding the terms of Options.



7. PROVISIONS OF STOCK AWARDS OTHER THAN OPTIONS.

(a) STOCK BONUS AWARDS. Each stock bonus agreemball be in such form and shall contain such teansconditions as the Board
shall deem appropriate. The terms and conditiorstamk bonus agreements may change from time &, timd the terms and conditions of
separate stock bonus agreements need not be mlebti€ each stock bonus agreement shall includel(gh incorporation of provisions
hereof by reference in the agreement or otherwisejubstance of each of the following provisions:

(i) CONSIDERATION. A stock bonus shall be awardedtonsideration for past services actually rendewgéle Company for its benefit.

(i) VESTING. Subject to the "Repurchase Limitatlan subsection
10(g), shares of Common Stock awarded under thoi tonus agreement may, but need not, be subjecshare repurchase option in favor
of the Company in accordance with a vesting sclesttube determined by the Board.

(iii) TERMINATION OF PARTICIPANT'S CONTINUOUS SERMWE. Subject to the "Repurchase Limitation" in satisa 10(g), in the
event a Participant's Continuous Service termingitesCompany may reacquire any or all of the shaf€€ommon Stock held by the
Participant which have not vested as of the daterafination under the terms of the stock bonus@agent.

(iv) TRANSFERABILITY. For a stock bonus award mauakfore the Listing Date, rights to acquire shamden the stock bonus agreement
shall not be transferable except by will or by ldaes of descent and distribution and shall be égabte during the lifetime of the Participant
only by the Participant. For a stock bonus awarderan or after the Listing Date, rights to acqainares under the stock bonus agreement
shall be transferable by the Participant only upach terms and conditions as are set forth inttiek9onus agreement, as the Board shall
determine in its discretion, so long as stock aednander the stock bonus agreement remains subjtw terms of the stock bonus
agreement.

(b) RESTRICTED STOCK AWARDS. Each restricted stpckchase agreement shall be in such form and stwatiain such terms and
conditions as the Board shall deem appropriate.t@itmes and conditions of the restricted stock pasehagreements may change from time to
time, and the terms and conditions of separatectst stock purchase agreements need not be ¢dgriut each restricted stock purchase
agreement shall include (through incorporationrofvjsions hereof by reference in the agreementtogravise) the substance of each of the
following provisions:

() PURCHASE PRICE. Subject to the provisions disection 5(b) regarding Ten Percent Shareholdeegurchase price under each
restricted stock purchase agreement shall be suolmt as the Board shall determine and designatedh restricted stock purchase
agreement. For restricted stock awards, the pueghidse shall not be less than fifty percent (5@¥ihe stock's Fair Market Value on the ¢
such award is made or at the time the purchasensutnmated.

(i) CONSIDERATION. The purchase price of stock aicgd pursuant to the restricted stock purchaseemgent shall be paid either: (i) in
cash at the time of purchase; (ii) at the discretibthe Board, according to a deferred paymeiotioer arrangement with the Participant; or
(iii) in any other form of legal consideration thatly be acceptable to the Board in its discrefimtwithstanding the foregoing, no Officer or
Director may pay the purchase price for restrictiedk by a deferred payment arrangement.

(iii) VESTING. Subject to the "Repurchase Limitatidn subsection
10(g), shares of Common Stock acquired under tteicted stock purchase agreement must be subjacshare repurchase option in favo
the Company in accordance with a vesting schedube tdetermined by the Board.

(iv) TERMINATION OF PARTICIPANT'S CONTINUOUS SERVIE. Subject to the "Repurchase Limitation" in sulisec10(g), in the
event a Participant's Continuous Service termindtesCompany may repurchase or otherwise reacguoirer all of the shares of Common
Stock held by the Participant which have not vestedf the date of termination under the term$efrestricted stock purchase agreement.

(v) TRANSFERABILITY. For a restricted stock awarchde before the Listing Date, rights to acquire ebander the restricted stock
purchase agreement shall not be transferable ekgepill or by the laws of descent and distributamd shall be exercisable during the
lifetime of the Participant only by the Participafbr a restricted stock award made on or aftet ibigng



Date, rights to acquire shares under the restritimek purchase agreement shall be transferaltleebiarticipant only upon such terms and
conditions as are set forth in the restricted sfmolchase agreement, as the Board shall determitediscretion, so long as stock awarded
under the restricted stock purchase agreement nemsabject to the terms of the restricted stocklmse agreement.

8. COVENANTS OF THE COMPANY.

(&) AVAILABILITY OF SHARES. During the terms of th8tock Awards, the Company shall keep availabldldimes the number of shares
of Common Stock required to satisfy such Stock Alsar

(b) SECURITIES LAW COMPLIANCE. The Company shalkgdo obtain from each regulatory commission omagehaving jurisdiction
over the Plan such authority as may be requiregtant Stock Awards and to issue and sell shar€oofmon Stock upon exercise of the
Stock Awards; provided, however, that this undenglshall not require the Company to register uriderSecurities Act the Plan, any Stock
Award or any stock issued or issuable pursuanhyosach Stock Award. If, after reasonable effatie, Company is unable to obtain from :
such regulatory commission or agency the autheritich counsel for the Company deems necessarphéiatvful issuance and sale of stock
under the Plan, the Company shall be relieved fragnliability for failure to issue and sell stocgan exercise of such Stock Awards unless
and until such authority is obtained.

9. USE OF PROCEEDS FROM STOCK.
Proceeds from the sale of stock pursuant to Staelirds shall constitute general funds of the Company
10. MISCELLANEOUS.

(2) ACCELERATION OF EXERCISABILITY AND VESTING. Th&oard shall have the power to accelerate the &ihvehich a Stock
Award may first be exercised or the time duringathéd Stock Award or any part thereof will vest azardance with the Plan,
notwithstanding the provisions in the Stock Awatiag the time at which it may first be exerciggdhe time during which it will vest.

(b) SHAREHOLDER RIGHTS. No Participant shall be aheel to be the holder of, or to have any of thetsigii a holder with respect to, any
shares subject to such Stock Award unless andsudfl Participant has satisfied all requirementefercise of the Stock Award pursuant to
its terms.

(c) NO EMPLOYMENT OR OTHER SERVICE RIGHTS. Nothimgthe Plan or any instrument executed or Stock rivggianted pursuant
thereto shall confer upon any Participant or oti@der of Stock Awards any right to continue toveethe Company or an Affiliate in the
capacity in effect at the time the Stock Award \geented or shall affect the right of the Companwwffiliate to terminate (i) the
employment of an Employee with or without notice avith or without cause, (ii) the service of a Qaltent pursuant to the terms of such
Consultant's agreement with the Company or aniaféilor (iii) the service of a Director pursuanttie Bylaws of the Company or an
Affiliate, and any applicable provisions of the porate law of the state in which the Company orAfféiate is incorporated, as the case may
be.

(d) INCENTIVE STOCK OPTION $100,000 LIMITATION. Tthe extent that the aggregate Fair Market Valuge(dgned at the time of
grant) of stock with respect to which Incentive &t®ptions are exercisable for the first time by &ptionholder during any calendar year
(under all plans of the Company and its Affiliategteeds one hundred thousand dollars ($100,d@91)ptions or portions thereof which
exceed such limit (according to the order in whioy were granted) shall be treated as Nonstat@&togk Options.

(e) INVESTMENT ASSURANCES. The Company may reqairarticipant, as a condition of exercising or &g stock under any Stock
Award, (i) to give written assurances satisfactorthe Company as to the Participant's knowledgeexiperience in financial and business
matters and/or to employ a purchaser representaasonably satisfactory to the Company who is kedgeable and experienced in finan
and business matters and that he or she is capdlaluating, alone or together with the purchaspresentative, the merits and risks of
exercising the Stock Award; and (ii) to give writtassurances satisfactory to the Company statatghk Participant is acquiring the stock
subject to the Stock Award for the Participant'six@gcount and not with any present intention dfregbr otherwise distributing the stock.
The foregoing requirements, and any assurances givesuant to such requirements, shall be inoper#tiii) the issuance of the shares
upon the exercise or acquisition of stock underStoek



Award has been registered under a then currerfégtdfe registration statement under the Securiietsor (iv) as to any particular
requirement, a determination is made by counseh®iCompany that such requirement need not bémtie¢ circumstances under the then
applicable securities laws. The Company may, upwica of counsel to the Company, place legendsankertificates issued under the
Plan as such counsel deems necessary or appraprater to comply with applicable securities lawgluding, but not limited to, legends
restricting the transfer of the stock.

(f) WITHHOLDING OBLIGATIONS. To the extent providedy the terms of a Stock Award Agreement, the Bipdint may satisfy any
federal, state or local tax withholding obligati@tating to the exercise or acquisition of stocklema Stock Award by any of the following
means (in addition to the Company's right to wildifoom any compensation paid to the ParticipantteyCompany) or by a combination of
such means: (i) tendering a cash payment; (ii)ai#ing the Company to withhold shares from thereb@®f the Common Stock otherwise
issuable to the Participant as a result of theagseior acquisition of stock under the Stock Awand(iii) delivering to the Company owned
and unencumbered shares of the Common Stock.

(g) REPURCHASE LIMITATION. The terms of any repue®e option shall be specified in the Stock Awardi miay be either at Fair Market
Value at the time of repurchase or at the origmathase price. To the extent required by

Section 260.140.41 and Section 260.140.42 of Thlef the California Code of Regulations, any repase option contained in a Stock
Award granted prior to the Listing Date to a Papamt who is not an Officer, Director or Consultahtll be upon the terms described below:

() FAIR MARKET VALUE. If the repurchase option g the Company the right to repurchase the shamstermination of employment
not less than the Fair Market Value of the shavdsetpurchased on the date of termination of Cantis Service, then (i) the right to
repurchase shall be exercised for cash or caniogllaf purchase money indebtedness for the shathswinety (90) days of termination of
Continuous Service (or in the case of shares isaped exercise of Stock Awards after such datemination, within ninety (90) days after
the date of the exercise) or such longer perioti@g be agreed to by the Company and the Partic{f@méxample, for purposes of satisfying
the requirements of Section 1202(c)(3) of the Cmdmrding "qualified small business stock™) angtfie right terminates when the shares
become publicly traded.

(i) ORIGINAL PURCHASE PRICE. If the repurchase igpt gives the Company the right to repurchase hiages upon termination of
Continuous Service at the original purchase pttoen (i) the right to repurchase at the originakchase price shall lapse at the rate of at least
twenty percent (20%) of the shares per year over(%) years from the date the Stock Award is grauftvithout respect to the date the Stock
Award was exercised or became exercisable) anthéiyight to repurchase shall be exercised fon cagancellation of purchase money
indebtedness for the shares within ninety (90) addyermination of Continuous Service (or in theeaf shares issued upon exercise of
Options after such date of termination, within iyn@0) days after the date of the exercise) ohdanger period as may be agreed to by the
Company and the Participant (for example, for psgsoof satisfying the requirements of Section 12(2) of the Code regarding "qualified
small business stock").

(h) CANCELLATION AND RE-GRANT OF OPTIONS.

() AUTHORITY TO REPRICE. Without the approval dfa shareholders of the Company, the Board shalhawé the authority to effect, at
any time and from time to time, (i) the repricinigamy outstanding Options under the Plan and/pwfith the consent of any adversely
affected holders of Options, the cancellation of antstanding Options under the Plan and the dgnesuibstitution therefore of new Options
under the Plan covering the same or different nusbkshares of Common Stock.

(i) EFFECT OF REPRICING UNDER SECTION 162(m) OF EKCODE. Shares subject to an Option which is amgedeanceled in ordt
to set a lower exercise price per share shall soatto be counted against the maximum award ofo@ptpermitted to be granted pursuant to
subsection 5(c). The repricing of an Option untér subsection 10(i) resulting in a reduction & #xercise price shall be deemed to be a
cancellation of the original Option and the graié gubstitute Option; in the event of such repgdg¢iboth the original and the substituted
Options shall be counted against the maximum awafr@ptions permitted to be granted pursuant teeation 5(c). The provisions of this
subsection 10(i)(b) shall be applicable only todxtent required by Section 162(m) of the Code.

11. ADJUSTMENTS UPON CHANGES IN STOCK.

() CAPITALIZATION ADJUSTMENTS. If any change is mda in the stock subject to the Plan, or subjeeip Stock Award, without the
receipt of consideration by the Company (throughg®e consolidation, reorganization, recapitaliatireincorporation, stock dividend,
dividend in property other than cash, stock sfitjtjidating dividend, combination of shares, exdamof shares,



change in corporate structure or other transactadrinvolving the receipt of consideration by thenipany), the Plan will be appropriately
adjusted in the class(es) and maximum number ofrg®s subject to the Plan pursuant to subsediahand the maximum number of
securities subject to award to any person pursigasitbsection 5(c), and the outstanding Stock Asvantl be appropriately adjusted in the
class(es) and number of securities and price @egf stock subject to such outstanding Stock Alaiafhe Board, the determination of
which shall be final, binding and conclusive, stma#lke such adjustments. (The conversion of anyentible securities of the Company shall
not be treated as a transaction "without receigbokideration” by the Company.)

(b) CHANGE IN CONTROL--DISSOLUTION OR LIQUIDATIONINn the event of a dissolution or liquidation of tBempany, then such
Stock Awards shall be terminated if not exercisédgplicable) prior to such event.

(c) CHANGE IN CONTROL--ASSET SALE, MERGER, CONSOLADION OR REVERSE MERGER.

() In the event of (1) a sale of substantiallyatlthe assets of the Company, (2) a merger oratmiagion in which the Company is not the
surviving corporation or (3) a reverse merger inclithe Company is the surviving corporation bt shares of Common Stock outstanding
immediately preceding the merger are converteditbyesof the merger into other property, whethethia form of securities, cash or
otherwise, then any surviving corporation or adggicorporation shall assume any Stock Awards antihg under the Plan or shall
substitute similar stock awards (including an awardcquire the same consideration paid to theebioddiers in the transaction described in
this subsection 11(c) for those outstanding unigerian).

(i) For purposes of subsection 11(c) an Award Igaldeemed assumed if, following the change inrobrthe Award confers the right to
purchase in accordance with its terms and condififor each share of Common Stock subject to thardwmmediately prior to the change
control, the consideration (whether stock, casbter securities or property) to which a holdeaahare of Common Stock on the effective
date of the change in control was entitled.

(iii) In the event any surviving corporation or aagng corporation refuses to assume such Stockrésvar to substitute similar stock awards
for those outstanding under the Plan, then witheesto Stock Awards held by Participants whoseti@oous Service has not terminated, the
vesting of 50% of such Stock Awards (and, if apgihie, the time during which such Stock Awards maykercised) shall be accelerated in
full, and the Stock Awards shall terminate if ngercised (if applicable) at or prior to such evéfiith respect to any other Stock Awards
outstanding under the Plan, such Stock Awards $atlinate if not exercised (if applicable) priorduch event.

12. AMENDMENT OF THE PLAN AND STOCK AWARDS.

(&) AMENDMENT OF PLAN. The Board at any time, amdrh time to time, may amend the Plan. However, pixae provided in Section 11
relating to adjustments upon changes in stock nmenaiment shall be effective unless approved bghlaeeholders of the Company to the
extent shareholder approval is necessary to sdlisfyequirements of Section 422 of the Code, RGke3 or any Nasdaq or securities
exchange listing requirements.

(b) SHAREHOLDER APPROVAL. The Board may, in itsealiscretion, submit any other amendment to the flashareholder approval,
including, but not limited to, amendments to tharPhtended to satisfy the requirements of

Section 162(m) of the Code and the regulationsetivedter regarding the exclusion of performance-baseatpensation from the limit on
corporate deductibility of compensation paid ta@erexecutive officers.

(c) CONTEMPLATED AMENDMENTS. It is expressly cont@hated that the Board may amend the Plan in arpertshe Board deems
necessary or advisable to provide eligible Empleyeith the maximum benefits provided or to be pded under the provisions of the Code
and the regulations promulgated thereunder relatingcentive Stock Options and/or to bring thenRdad/or Incentive Stock Options granted
under it into compliance therewith.

(d) NO IMPAIRMENT OF RIGHTS. Rights under any Sto&ward granted before amendment of the Plan sioalba impaired by any
amendment of the Plan unless
(i) the Company requests the consent of the Ppatitiand (ii) the Participant consents in writing.

(e) AMENDMENT OF STOCK AWARDS. The Board at any gmmand from time to time, may amend the terms gfare or more Stock
Awards; provided, however, that the rights under &tock Award shall not be impaired by any such rangent unless (i) the Company
requests the consent of the Participant and

(i) the Participant consents in writing.



13. TERMINATION OR SUSPENSION OF THE PLAN.

(2) PLAN TERM. The Board may suspend or terminh&Rlan at any time. Unless sooner terminated? ke shall terminate on the day

before the tenth
(10th) anniversary of the date the Plan is adobtethe Board or approved by the shareholders o€tapany, whichever is earlier. No St
Awards may be granted under the Plan while the Blanspended or after it is terminated.

(b) NO IMPAIRMENT OF RIGHTS. Suspension or termioatof the Plan shall not impair rights and obligas under any Stock Award
granted while the Plan is in effect except with wréten consent of the Participant.

14. EFFECTIVE DATE OF PLAN.

The Plan shall become effective as determined &Btiard, but no Stock Award shall be exercisedifathe case of a stock bonus, shall be
granted) unless and until the Plan has been apgioyéhe shareholders of the Company, which appshell be within twelve (12) months
before or after the date the Plan is adopted bBtiad.

15. CHOICE OF LAW.

All questions concerning the construction, validityd interpretation of this Plan shall be goverbgdhe law of the State of Washington,
without regard to such states conflict of laws sule



EXHIBIT 10.23
F5 NETWORKS, INC.
NONQUALIFIED STOCK OPTION AGREEMENT

THIS NONQUALIFIED STOCK OPTION AGREEMENT (the "Agesnent") is made and entered into as of August 064 Zthe "Grant
Date") between F5 Networks, Inc., a Washington e@fion (the "Company") and Karl Triebes ("Holder")

THE PARTIES AGREE AS FOLLOWS:

1. Grant of Option; Grant Date. The Company heiglayts to Holder, the right (the "Option™) to puask up to 300,000 shares of the
Company's Common Stock (the "Option Shares") atce per share of $22.81 (the "Exercise Price")thenterms and conditions set forth in
this Agreement. This Option is not intended to dyals an incentive stock option for purposes aftea 422 of the Code. The number and
kind of Option Shares and the Exercise Price magdpasted in certain circumstances in accordante tié provisions of Section 9 below.

2. Definitions. For purposes of this Agreement, ftillowing terms shall be defined as set forth belo

2.1 Affiliate. "Affiliate" means any parent corpdi@n or subsidiary corporation of the Company, vileetnow or hereafter existing.
2.2 Board. "Board" means the Board of Directorthef Company.

2.3 Code. "Code" means the Internal Revenue Cod88&8, as amended.

2.4 Common Stock. "Common Stock" means the comrtank ©f the Company.

2.5 Continuous Service. "Continuous Service" méhasHolder's service with the Company or an Adfii, whether as an employee or
consultant, is not interrupted or terminated. Hokl€ontinuous Service shall not be deemed to terneinated merely because of a change in
the capacity in which Holder renders service toGoepany or an Affiliate as an employee or consiiltet a change in the entity for which
Holder renders such service, provided that them@imterruption or termination of Holder's Contirus Service. For example, a change in
status from an employee of the Company to a camsiudif an Affiliate will not constitute an interrtipn of Continuous Service. The Board, in
its sole discretion, may determine whether ContirsuService shall be considered interrupted in #se ©f any leave of absence approved by
the Board, including sick leave, military leaveamy other personal leave.

2.6 Disability. "Disability" means the permanentidantal disability of Holder within the meaning $&ction 22(e)(3) of the Code.
2.7 Expiration Date. "Expiration Date" means Augliét 2014.

2.8 Fair Market Value. "Fair Market Value" means o any date, the value of the Common Stock.df@ommon Stock is listed on any
established stock exchange or traded on the NASDatpnal Market or the NASDAQ Small Cap Market, teir Market Value of a share
of Common Stock shall be the closing sales pricestich stock (or the closing bid, if no sales wegorted) as quoted on such exchange or
market (or the exchange or market with the greatalsime of trading in the Common Stock) on the dagletermination or, if the day of
determination is not a market trading day, thehenlast market trading day prior to the day ofd®ination, as reported in The Wall Street
Journal or such other source as the Board deerableelin the absence of such markets for the Com&tock, the Fair Market Value shall
determined in good faith by the Board.

2.9 Securities Act. "Securities Act" means the Sities Act of 1933, as amended.



2.10 Vesting Commencement Date. "Vesting CommenoeDate” shall mean Holder's first day of continsiservice with the Company.

3. Vesting. Subject to the limitations containedelg the Option will vest and become exercisaklitl vespect to 25% of the Option Shares
on the first anniversary of the Vesting Commencdrate and with respect to the remaining Optionr&ha equal monthly installments
over the three years following the Vesting Commemsst Date; provided that vesting will cease up@ntémmination of Holder's Continuous
Service.

4. Method of Payment of the Exercise Price. Payroétiie Exercise Price is due in full upon exer@sall or any part of the Option. Holder
may elect to make payment of the Exercise Pricagh or by check or one or more of the followinthg Company, in its sole discretion at
the time the Option is exercised, is then offesngh alternatives:

(a) Provided that at the time of exercise the Com®iwmck is publicly traded and quoted regularlyffire Wall Street Journal, then pursuant to
a program developed under Regulation T as promedday the Federal Reserve Board which, prior tagbgance of Common Stock, results
in either the receipt of cash (or check) by the @any or the receipt of irrevocable instructionpéy the aggregate exercise price to the
Company from the sales proceeds (a "cashless eg&xci

(b) Provided that at the time of exercise the Comi&tock is publicly traded and quoted regularlifie Wall Street Journal, then by delivery
of already-owned shares of Common Stock (valuedeat Fair Market Value on the date of exercisd))itither Holder has held the already-
owned shares for the period required to avoid agehto the Company's reported earnings (generialijmenths) or Holder did not acquire the
already-owned shares, directly or indirectly frdra Company and (ii) Holder owns the already-owredes free and clear of any liens,
claims, encumbrances or security interests. "Dsllvior these purposes, in the sole discretiorhef€ompany at the time the Option is
exercised, shall include delivery to the Companidofder's attestation of ownership of such shaf€3oonmon Stock in a form approved by
the Company. Notwithstanding the foregoing, thei@pinay not be exercised by tender to the Comp&@ommon Stock to the extent such
tender would constitute a violation of the provismf any law, regulation or agreement restrictmgredemption of the Company's stock.

(c) Provided there has been a change in contraritbes! in Section 9(c) and the surviving corpomativ acquiring corporation refuses to
assume the Option or to substitute a similar opfborthe Option, then by authorizing the Companwithhold shares from the shares of the
Common Stock otherwise issuable to Holder as dtrefthe exercise of the Option. Notwithstandihg foregoing, the Option may not be
exercised by withholding shares of Common Stodkéoextent such withholding would constitute a &iwin of the provisions of any law,
regulation or agreement restricting the redemptibthe Company's stock.

5. Whole Shares. The Option may only be exercisedvhole shares.

6. Securities Law Compliance. Notwithstanding amgto the contrary contained herein, the Optiory mat be exercised unless the shares
issuable upon exercise of the Option are thentergid under the Securities Act or, if such sharesat then so registered, the Company has
determined that such exercise and issuance woutddrapt from the registration requirements of theugities Act. The exercise of the
Option must also comply with other applicable laamsl regulations governing the Option, and the @ptiay not be exercised if the
Company determines that the exercise would non Ineaterial compliance with such laws and regulation

7. Term. The term of the Option commences on tlGDate and expires upon the earliest of thevietig:

(a) three (3) months after the termination of Hokl€ontinuous Service for any reason other thathder Disability, provided that if during
any part of such three-month period the Optiorisaxercisable solely because of the conditioriasét in Section 6, the Option shall not
expire until the earlier of the Expiration Dateunttil it shall have been exercisable for an aggeegariod of three (3) months after the
termination of Holder's Continuous Service;

(b) twelve (12) months after the termination of ¢fafs Continuous Service due to Disability;

(c) eighteen (18) months after Holder's death ifddodies either during Holder's Continuous Seraicwithin three (3) months after Holder's
Continuous Service terminates for reason other Gause;

(d) the Expiration Date; or



(e) the tenth (10th) anniversary of the Grant Date.
8. Exercise.

(a) The vested portion of the Option may be exertiduring its term by delivering a Notice of Exseein the form attached hereto as Exhibit
A, together with the Exercise Price (payable inrianner set forth in Section 4) to the Secretath@fCompany, or to such other person as
the Company may designate, during regular businesss, together with such additional documenthiatompany may then require. The
Option may also be exercised in such other mammtreaCompany may designate or authorize.

(b) By exercising the Option, Holder agrees thata&ondition to any exercise of the Option, thenBany may require Holder to enter an
arrangement providing for the payment by HoldathtoCompany of any tax withholding obligation o tGompany arising by reason of (1)
the exercise of the Option or

(2) the disposition of shares acquired upon suehaise.

9. Adjustments Upon Changes in Stock.

(a) Capitalization Adjustments. If any change isdma the Common Stock without the receipt of cdesation by the Company (through
merger, consolidation, reorganization, recapitéilizg reincorporation, stock dividend, dividendaroperty other than cash, stock split,
liquidating dividend, combination of shares, exdof shares, change in corporate structure or tridwgsaction not involving the receipt of
consideration by the Company), the number of Opfibares and the Exercise Price will be appropyiadjusted by the Board, whose
determination shall be final, binding and conclesi¢The conversion of any convertible securitiethefCompany shall not be treated as a
transaction "without receipt of consideration" hg Company.)

(b) Change in ControlBissolution or Liquidation. In the event of a dikg@mn or liquidation of the Company, the Optioralitbe terminated
not exercised (if applicable) prior to such event.

(c) Change in Control--Asset Sale, Merger, Considh or Reverse Merger. The Option will immediatedst 100% in the event of a change
in control of the Company consisting of: (1) a salsubstantially all of the assets of the Comp#4Rya merger or consolidation in which the
Company is not the surviving corporation or (3gaarse merger in which the Company is the surviemgporation but the shares of Comr
Stock outstanding immediately preceding the meagerconverted by virtue of the merger into othepprty, whether in the form of
securities, cash or otherwise.

10. Transferability. The Option is not transferalghecept by will or by the laws of descent andrdistion, and is exercisable during Holder's
life only by Holder. Notwithstanding the foregoirtyy delivering written notice to the Company, ifoem satisfactory to the Company, Hol
may designate a third party who, in the event dffelids death, shall thereafter be entitled to @gerthe Option.

11. Not a Service Contract. This Agreement is mogi@ployment or service contract, and nothing is #greement shall be deemed to create
in any way whatsoever any obligation on Holder't ftacontinue in the employ of the Company, othef Company to continue Holder's
employment. In addition, nothing in this Agreemshall obligate the Company, its shareholders, Baaffiters or employees to continue any
relationship that Holder might have as a directocansultant for the Company.

12. Withholding Obligations.

(a) At the time the Option is exercised, in wholéropart, or at any time thereafter as requestethé Company, Holder hereby authorizes
withholding from payroll and any other amounts falgao Holder, and otherwise agrees to make adequavision for (including by means
of a "cashless exercise" pursuant to a programlojged under Regulation T as promulgated by the feééReeserve Board to the extent
permitted by the Company), any sums required tiefgahe federal, state, local and foreign tax Willing obligations of the Company,
which arise in connection with the Option.

(b) The Option is not exercisable unless the teklvalding obligations of the Company are satisfiledcordingly, Holder may not be able to
exercise the Option when desired even though tho@[s vested.

13. No Rights As A Shareholder. The Option shallentitle the Holder to any cash dividend, votimgther right of a shareholder unless and
until the date of issuance of the shares thatreeubject of the Option.



14. Professional Advice. The acceptance and exeofithe Option and the sale of Option Shares basefjuences under federal and state tax
and securities laws which may vary depending uperiridividual circumstances of the Holder. Accogiyn Holder acknowledges that he |
been advised to consult his personal legal anddaisor in connection with this Agreement and haalohgs with respect to the Option and
Option Shares. Holder further acknowledges thattbmpany has made no warranties or representdtidislder with respect to the income
tax consequences of the grant and exercise of pierDor the sale of the Option Shares and Holslér no manner relying on the Company

or its representatives for an assessment of sutdeqoences.

15. Assignment; Binding Effect. Subject to the ations set forth in this Agreement, this Agreenshdll be binding upon and inure to the
benefit of the executors, administrators, heigaleepresentatives, and successors of the phdieso; provided, however, that Holder may
not assign any of Holder's rights under this Agreem

16. Damages. Holder shall be liable to the Comganwll costs and damages, including incidental emsequential damages, resulting from
a disposition of Option Shares which is not in @onfity with the provisions of this Agreement.

17. Governing Law. This Agreement shall be govermgdand construed in accordance with, the lantb@fState of Washington excluding
those laws that direct the application of the lafvanother jurisdiction.

18. Notices. All notices and other communicationdar this Agreement shall be in writing. Unless antl Holder is notified in writing to
the contrary, all notices, communications, and duents directed to the Company and related to theéxgent, if not delivered by hand, st
be mailed, addressed as follows:

General Counsel

F5 Networks, Inc.
401 Elliott Ave West
Seattle, WA 98119

Unless and until the Company is notified in writitagthe contrary, all notices, communications, daduments intended for Holder and
related to this Agreement, if not delivered by hastthll be mailed to Holder's last known addresshasvn on the Company's books. Notices
and communications shall be mailed by first clagd,postage prepaid. All mailings and deliverielated to this Agreement shall be deemed
received when actually received, if by hand delfyand five (5) business days after mailing, ifrbil.

19. Amendment of this Agreement. The Board at ang,tand from time to time, may amend the termthisf Agreement; provided, howev
that the rights under this Agreement shall notrbgaired by any such amendment unless (i) the Coynajuests the consent of the Holder
and (ii) Holder consents in writing.

IN WITNESS WHEREOF, the parties have executed@pson Agreement as of the Effective Date.
F5 NETWORKS, INC.

By /s/ JOHN MCADAM

Title Chief Executive Oficer and President.

Holder hereby accepts and agrees to be bound by thié terms and conditions of this Agreement.

/'s/ KARL TRl EBES



EXHIBIT 10.24

F5 NETWORKS, INC.
INCENTIVE COMPENSATION PLAN
FOR EXECUTIVE OFFICERS

F5 Networks has established an incentive compeamsptan for executive officers. The plan providesthrgeted bonuses set at a percentage
of base salary and payable subject to achievenfgrariormance metrics. The percentage of baseysalay vary among the executive
officers and may be increased above the targheiperformance metrics are exceeded. The perforrnaetrics are as follows.

50% of the incentive compensation is based on sgbaiy achieving a quarterly revenue goal. 50%ased on achieving a quarterly
EBITDA goal.

The quarterly revenue and EBITDA goals are seppliéally by the Board of Directors.
PAYMENT TERMS

The incentive compensation is paid linearly abod&®f targeted goals. (i.e.: 80% of the possibteimive compensation will be paid for
revenues at 80% of goal, 90% is paid for reventi®8% of goal.) Both goals must hit 100% for theréase above target to apply. No
incentive compensation will be paid for resultslétan 80% of goals. If earned, payments will belenguarterly.



EXHIBIT 21.1
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EXHIBIT 23.1

Consent of Independent Registered Public Accountingirm

We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-8 (Fids.N833-80177, 333-82249, 333570,
333-51878, 333-76272, 333-87618, 333-102434, 33349, 333-109895, 333-112022 and 333-116187) atitkifRegistration Statement on
Form S-3 (File No. 333-108826) of F5 Networks, Jrod.our report dated December 3, 2004 relatingpéoconsolidated financial statements

and financial statement schedule, which appedrignRorm 10-K.
/sl PricewaterhouseCoopers LLP

Seattle, Washington
Decenber 3, 2004



EXHIBIT 31.1
CERTIFICATIONS
I, John McAdam, certify that:
1) I have reviewed this annual report on Form 1@&¥amended, of F5 Networks, Inc.;

2) Based on my knowledge, this report does notaiorgny untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3) Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4) The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) evaluated the effectiveness of the registraigdosure controls and procedures and presentiadsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

¢) disclosed in this report any change in the teayi$'s internal controls over financial reportthgt occurred during our most recent fiscal
quarter that has materially affected, or is reablynigkely to materially affect, the registrantiggérnal controls over financial reporting; and

5) The registrant's other certifying officer anldalve disclosed, based on our most recent evalyatidhe registrant's auditors and the audit
committee of registrant's board of directors (aispas performing the equivalent functions):

a) all significant deficiencies in the design oeogtion of internal controls over financial repogiwhich are reasonably likely to adversely
affect the registrant's ability to record, processnmarize and report financial data; and any fradméther or not material, that involves
management or other employee who have a significd@tin the registrant's internal controls oveaficial reporting.

Dat e: Decenber 6, 2004

/sl JOHN MCADAM

John McAdam
Chi ef Executive Oficer and President



EXHIBIT 31.2
CERTIFICATIONS
I, Steven B. Coburn, certify that:
1) I have reviewed this annual report on Form 1@&¥amended, of F5 Networks, Inc.;

2) Based on my knowledge, this report does notaiorgny untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3) Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4) The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) evaluated the effectiveness of the registraigdosure controls and procedures and presentiadsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

¢) disclosed in this report any change in the teayi$'s internal controls over financial reportthgt occurred during our most recent fiscal
quarter that has materially affected, or is reablynigkely to materially affect, the registrantiggérnal controls over financial reporting; and

5) The registrant's other certifying officer anldalve disclosed, based on our most recent evalyatidhe registrant's auditors and the audit
committee of registrant's board of directors (aispas performing the equivalent functions):

a) all significant deficiencies in the design oeogtion of internal controls over financial repogiwhich are reasonably likely to adversely
affect the registrant's ability to record, processnmarize and report financial data; and any fradméther or not material, that involves
management or other employee who have a significd@tin the registrant's internal controls oveaficial reporting.

Dat e: Decenber 6, 2004

/'s/ STEVEN B. COBURN

Steven B. Coburn
Seni or Vice President, Chief Financial Oficer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of F5 Netwgrke:. (the "Company") on Form 10-K for the perinding September 30, 2004 as filed
with the Securities and Exchange Commission ord#tte hereof (the "Report"), we, John McAdam, Pessiédind Chief Executive Officer a
Steven Coburn, Senior Vice President and Chiefriéiad Officer of the Company, certify, pursuantl® U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, that:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the
Company.

Dat e: Decenber 6, 2004

/sl JOHN MCADAM

John McAdam

/'s/ STEVEN B. COBURN

Steven B. Coburn

A signed original of this written statement reqdit®y Section 906, or other document authenticatisgnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided ti
Networks, Inc., and will be retained by F5 Networke., and furnished to the Securities and Exceadgmmission or its staff upon reque
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